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The  Office  of  the  Comptroller  of  the  Currency  (OCC)  was 
established  in  1863  as  a  bureau  of  the  Department  of  the 
Treasury  The  OCC  is  headed  by  the  Comptroller  who  is 
appointed  by  the  President,  with  the  advice  and  consent 
of  the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate  or 
banking  structure; 

•  Examine  the  banks; 

•  Take  supervisory  actions  against  banks  which  do  not 
conform  to  laws  and  regulations  or  which  otherwise 
engage  in  unsound  banking  practices,  including 
removal  of  officers,  negotiation  of  agreements  to 
change  existing  banking  practices  and  issuance  of 
cease  and  desist  orders;  and 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  investment 
practices  and  corporate  structure 

The  OCC  divides  the  United  States  into  six  geographical 
districts,  with  each  headed  by  a  Deputy  Comptroller. 

The  Office  is  funded  through  assessments  on  the  assets 
of  national  banks 
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Director  of  the  Federal  Deposit  Insurance  Corporation, 
the  Resolution  Trust  Corporation,  and  the  Neighborhood 
Reinvestment  Corporation,  and  as  a  member  of  the  Fed¬ 
eral  Financial  Institutions  Examination  Council. 

An  attorney,  Mr.  Clarke  was  formerly  with  the  law  firm  of 
Bracewell  &  Patterson  in  Houston,  Texas.  He  joined  the 
firm  in  1968  and  founded  its  Banking  Section  in  1972. 

Mr.  Clarke  received  a  B.A.  degree  from  Rice  University  in 
1963  and  an  LL.B.  degree  from  Harvard  University  Law 
School  in  1966  He  served  as  a  Captain  in  the  United 
States  Army  from  1966  to  1968. 
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Operations  of  National  Banks 


Preliminary  second  quarter  1991  operating  results  for 
3,908  reporting  national  banks  indicate  aggregate  net 
income  of  $2.0  billion,  about  $1  billion  less  than  during 
the  first  three  months  of  1991 .  The  net  income  total  for 
the  March  through  June  period  is  also  the  lowest 
reported  since  1987.  As  has  been  the  case  during  the 
last  several  quarters,  provisioning  for  problem  credits, 
largely  real  estate  loans,  undermined  national  bank 
profits;  a  shrinking  loan  base,  reflecting  weak  economic 
conditions,  compounded  bank  difficulties. 

National  banks  added  more  than  $5  billion  to  loan  loss 
reserves  during  the  second  quarter  of  1 991 ,  the  highest 
provision  for  any  March  through  June  period  since 
1987.  For  the  first  six  months  of  1991,  national  banks 
added  close  to  $10  billion  to  their  allowances  for  loan 
losses,  the  largest  first-half  amount  since  1987. 

Total  loans  declined  $23  billion  during  the  second 
quarter,  bringing  the  total  decline  for  the  first  six  months 
to  over  $30  billion.  This  decrease  reflected  continuing 
soft  loan  demand  and  the  failure  of  26  national  banks, 
four  of  which  had  assets  in  excess  of  $1  billion.  The 
second  quarter  shortfall  in  loans  was  nearly  10  times 
the  decline  registered  in  the  same  period  in  1990. 
Among  major  loan  categories,  commercial  and  indus¬ 
trial  loans  showed  the  greatest  decline  —  nearly  $13 
billion  —  and  consumer  loans  the  next  largest  —  a  little 
over  $6  billion;  real  estate  loans  edged  up  slightly. 

Despite  the  slight  increase  in  new  real  estate  loans, 
continuing  weaknesses  in  the  quality  of  real  estate 
credits  tarnished  national  banks’  operating  results. 
Noncurrent  real  estate  loans  (loans  90  days  past  due 
combined  with  loans  on  nonaccrual  status)  as  a  per¬ 
cent  of  total  real  estate  loans  jumped  170  basis  points 
from  year-ago  levels  to  5.67  percent,  the  highest  level 
in  the  last  six  years.  At  the  same  time,  national  bank 
ownership  of  troubled  real  estate  (OREO)  jumped  over 
$3  billion  in  the  March  through  June  period,  repre¬ 
senting  yet  another  six-year  record  for  that  calendar 
quarter. 


Despite  these  overall  trends,  operating  results  for 
national  banks  broken  down  by  asset  size  varied  The 
smallest  banks  saw  income  rise,  even  though  they 
experienced  a  nearly  $1.9  billion  decline  in  loans 
Banks  in  the  $300  million  to  $1  billion  category  wit¬ 
nessed  a  rise  in  loans  but  a  fall  in  income,  while  banks 
with  assets  above  $1  billion  experienced  a  decline  in 
both  income  and  total  loans. 

Bank  income  trends  among  OCC  districts  also  varied 
In  the  second  quarter,  banks  in  the  Northeastern  Dis¬ 
trict  lost  money,  and  those  in  the  Western  District  barely 
broke  even.  Multinational  and  Central  District  banks 
earned  about  $0.7  billion  each  and  together  accounted 
for  nearly  68  percent  of  the  second-quarter  income  of 
all  national  banks. 

The  disappointing  performance  of  banks  located  in  the 
Northeastern  and  Western  districts  was  due  largely  to 
large-scale  loan  loss  provisions.  In  the  Northeast, 
provisioning  continues  because  of  problem  real  estate 
credits;  noncurrent  real  estate  loans  were  nearly  8.8 
percent  of  real  estate  loans  in  the  Northeast  at  midyear, 
the  highest  of  any  OCC  district.  In  the  Western  District, 
banks  reported  that  only  3.3  percent  of  their  real  estate 
loans  were  noncurrent,  less  than  half  the  figure  for  the 
Northeastern  District. 

All  districts  but  one  —  the  Midwestern  —  witnessed  a 
second  quarter  decline  in  total  loans.  The  multinational 
banks  experienced  the  greatest  decline  —  $10.3  bil¬ 
lion,  about  44  percent  of  the  total  drop  for  all  national 
banks,  followed  by  the  Northeastern  banks  —  $8.2 
billion.  Fewer  loans  meant  fewer  assets  for  all  but  two 
districts  —  the  Central  and  Midwestern  districts. 


David  G.  Flayes 
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Aggregate  Performance  Data  for  National  Banks.  1986-1991 

(Data  through  June  30,  1991) 


June  30.  1986 

June  30.  1987 

June  30.  1988 

June  30.  1989 

June  30.  1990 

June  30.  1991 

Industry  Structure 

Number  of  Banks . 

4,894 

4,724 

4,460 

4.270 

4.050 

3,908 

Number  of  Banks  with  Losses  . 

1,003 

988 

730 

570 

536 

532 

Number  of  Failed  Banks  . 

24 

37 

25 

50 

68 

26 

Income  Statement  (SBillions) 

Year-To-Date 

Net  Income . 

4.42 

-4.91 

4.66 

8  30 

586 

501 

Net  Operating  Cash  Flow . 

10.33 

11.22 

10.71 

13  15 

13  92 

14  02 

Net  Interest  Income . 

27.65 

28  62 

3040 

33.37 

3331 

34  68 

Noninterest  Income . 

10.80 

11.72 

13.58 

15.34 

16  96 

18.11 

Noninterest  Expense  . 

26.43 

28.27 

3042 

32.15 

33  93 

36.19 

Loan  Loss  Provision  . 

7.02 

16.85 

6.51 

5.23 

8  25 

986 

Net  Loan  Loss  . 

4.59 

4.44 

6  58 

588 

9.78 

9  81 

Second  Quarter 

Net  Income . 

1.92 

-7.75 

2.46 

4.01 

2  56 

2  00 

Net  Operating  Cash  Flow . 

5.12 

6.18 

5.39 

6  61 

6  73 

7  07 

Net  Interest  Income .  .  .  . 

13.71 

14.42 

15.34 

16.71 

16.49 

17  44 

Noninterest  Income . 

5.50 

5.84 

6.73 

8.00 

8.40 

921 

Noninterest  Expense  . 

13.26 

14.27 

15.24 

16.42 

17  02 

1831 

Loan  Loss  Provision  . 

3.71 

14.13 

3.11 

2.81 

4  17 

5  30 

Net  Loan  Loss  . 

2.53 

2  22 

3  80 

3  32 

5  43 

5  67 

Performance  Ratios  (%) 

Year-To-Date 

Return  on  Equity  . 

9.18 

-9.94 

9.22 

14.96 

10.12 

823 

Return  on  Assets . 

0.55 

-0.57 

052 

0.89 

060 

051 

Net  Interest  Income  to  Assets  . 

3.42 

3.35 

3.42 

3.58 

3.41 

353 

Loss  Provision  to  Assets  . 

0.87 

1.97 

0.73 

0  56 

0  85 

1.00 

Noninterest  Income  to  Assets  . 

1.33 

1.37 

1.53 

1.65 

1.74 

1  84 

Noninterest  Expense  to  Assets . 

3.27 

3.31 

3  42 

3  45 

3  47 

368 

Real  Estate  Loans  to  Loans . 

27.26 

30.70 

33.05 

35.59 

3841 

40.33 

Noncurrent  Loans  to  Loans . 

2  97 

3.90 

3.52 

3.18 

3  42 

4  48 

Noncurrent  RE  Loans  to  RE  Loans . 

2.67 

3.01 

3  28 

3  01 

396 

5.67 

Loss  Reserve  to  Loans . 

1.63 

2.82 

2.78 

232 

238 

263 

Loss  Reserve  to  Noncurrent  Loans  ... 

55  00 

7230 

79.02 

73  02 

69  53 

58.71 

Net  Loan  Loss  to  Loans  . 

0  91 

083 

1.16 

0  97 

1  55 

1.55 

Loss  Provision  to  Net  Loan  Loss  . 

153  04 

379.57 

98  93 

88.96 

84  35 

100  50 

Equity  Capital  to  Assets  . 

6.00 

567 

5.71 

6  00 

603 

631 

Primary  Capital  to  Assets  +  Reserves  . 

7.19 

7.57 

7.62 

7.62 

7  65 

8  05 
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Aggregate  Condition  Data  for  National  Banks,  1986-1991 

(Data  through  June  30,  1991) 


Balance  Sheet  (SBilhons) 

Total  Deposits 

Volatile  Liabilities 
Total  Loans 
Real  Estate  Loans 
Commercial  &  Industrial  Loans 
Loans  to  Individuals 
Noncurrent  Loans 
Noncurrent  Real  Estate  Loans 
Other  Real  Estate  Owned 
Restructured  Loans 
Loan  Loss  Reserve 
Equity  Capital 
Primary  Capital 

Balance  Sheet  Changes  (SBilhons) 

Year-To-Date  Gams  (Losses) 

Assets 

Loans  . 

Real  Estate  Loans 
Loan  Loss  Reserve 
Noncurrent  Loans 
Noncurrent  Real  Estate  Loans 
Other  Real  Estate  Owned 
Restructured  Loans  . 

Equity  Capital 
Primary  Capital 

Second  Quarter  Gams  (Losses) 

Assets 

Loans  . 

Real  Estate  Loans 
Loan  Loss  Reserve 
Noncurrent  Loans  . 

Noncurrent  Real  Estate  Loans 
Other  Real  Estate  Owned 
Restructured  Loans 
Equity  Capital 
Primary  Capital 
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June  30,  1986 

June  30.  1987 
+ - 

June  30.  1988 

June  30.  1989 

June  30,  1990 

June  30.  1991 

1 ,646  87 

1.712.02 

1,797  19 

1,893  18 

1 .980  00 

1  960  79 

1,254  72 

1,309  25 

1.357.72 

1,430  52 

1.518  47 

1  531  51 

1.548  00 

1,614  92 

1.694.51 

1.779  44 

1,860  58 

1  837  1 1 

222  61 

242  59 

383.13 

418  99 

411  55 

351  73 

1,031.73 

1,082  84 

1,158.75 

1,229.11 

1.275.27 

1.253  15 

281  24 

332  42 

382  92 

437  40 

489  83 

505  42 

362  66 

362.78 

375.11 

383  52 

388  83 

367  06 

200  73 

203  46 

219.67 

236  31 

232.72 

229  97 

30  62 

42  27 

40.80 

39.04 

43  68 

56  18 

7.51 

1001 

12  57 

13.18 

19  40 

28  66 

4  48 

5  68 

7  33 

7  57 

10.70 

17  48 

1  27 

1  51 

1.40 

1  34 

286 

5  01 

16  84 

30  56 

32.24 

28  51 

30  37 

32  96 

96  80 

97  02 

102  61 

113.66 

119  34 

123  68 

1 19  54 

131  95 

139  41 

146  49 

15387 

160  52 

16  95 

-28  46 

27.27 

47.01 

3  97 

-23  10 

23.85 

0  33 

37  24 

34.99 

-4.71 

-30  25 

17.52 

24.10 

25.37 

29  78 

23  62 

3  62 

2  40 

12  47 

004 

-1.31 

-2.00 

-1  14 

2.84 

11  45 

-1  25 

299 

2.70 

4  41 

1.34 

1.50 

1.35 

2.57 

3.53 

3.40 

0  57 

0.71 

1.14 

0  83 

1  48 

3  03 

1  27 

0.24 

0  00 

-0.19 

1.50 

0  23 

2  67 

-5  20 

283 

5.51 

5.71 

3.77 

5.15 

7  62 

2  96 

4  20 

3  69 

2  44 

23.29 

4.45 

24  86 

39.00 

7.49 

2.55 

15.97 

15  94 

21  14 

27  17 

-1.99 

-23  24 

9.32 

13.72 

14.70 

14  89 

14.72 

1.93 

1.14 

11  96 

-0.73 

-051 

-1.60 

-0.56 

0  96 

-0.70 

-1.85 

1.72 

1.38 

-0  84 

0.42 

0.59 

038 

1.45 

2.22 

0  53 

0  29 

0  38 

0  49 

0  40 

1.55 

1.06 

1  27 

001 

-0  02 

-0  04 

0.12 

0  39 

0  87 

-8.22 

2  24 

2  33 

1  11 

0.91 

205 

4  08 

1  62 

1.83 

-0.51 

0.29 
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Aggregate  Performance  Data  for  National  Banks  by  Asset  Size 
(Data  through  June  30,  1991) 


Under  $300M 

$300-$  IB 

$1B-$10B 

Over  $1 0B 

Total 

June  30. 

June  30. 

June  30. 

June  30. 

June  30. 

June  30. 

June  30. 

June  30. 

June  30. 

June  30. 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990  1991 

Industry  Structure 

Number  of  Banks . 

3.544 

3,393 

295 

317 

176 

163 

35 

35 

4  050 

3,908 

Number  of  Banks  with  Losses  . 

478 

470 

26 

24 

23 

30 

9 

8 

536 

532 

Number  of  Failed  Banks  . 

65 

20 

3 

2 

0 

3 

0 

1 

68 

26 

Income  Statement  (SBillions) 

Year-To-Date 

Net  Income . 

1.01 

1.34 

0.65 

068 

1.95 

1.26 

2.25 

1.73 

586 

501 

Net  Operating  Cash  Flow . 

1.57 

1  50 

1  12 

1.18 

5.45 

5.24 

5.78 

6  09 

13  92 

14  02 

Net  Interest  Income . 

5.07 

5.00 

3.06 

3.28 

11.45 

11.63 

13.73 

14  76 

33.31 

34  68 

Noninterest  Income . 

1.26 

1.34 

0.94 

1.05 

5.85 

6  32 

8.90 

9  40 

1696 

18.11 

Noninterest  Expense  . 

4.34 

4  42 

262 

289 

11.13 

11.90 

15.84 

16  98 

33  93 

36  19 

Loan  Loss  Provision  . 

0.59 

053 

0.47 

0.53 

3.57 

4.19 

362 

4,61 

8  25 

986 

Net  Loan  Loss  . 

0.44 

0  45 

0.39 

0.50 

2.90 

3.34 

6.05 

5.52 

9  78 

981 

Second  Quarter 

Net  Income . 

0.52 

0  82 

0.39 

033 

0  72 

-0.06 

0  93 

0  91 

256 

2  00 

Net  Operating  Cash  Flow . 

082 

0.77 

0.63 

062 

2  41 

2  49 

2  86 

3.18 

6  73 

707 

Net  Interest  Income . 

2.55 

2.49 

1.58 

1.68 

5.31 

5.76 

7.05 

7.51 

16  49 

17  44 

Noninterest  Income . 

0.64 

0.70 

0.51 

0.51 

2.85 

3.13 

4.41 

4  87 

840 

921 

Noninterest  Expense . 

2.15 

2  20 

1.31 

1  46 

5.42 

5.99 

8  14 

8  67 

17  02 

1831 

Loan  Loss  Provision  . 

0.31 

029 

0.24 

030 

1.70 

234 

1  91 

238 

4  17 

530 

Net  Loan  Loss  . 

0.24 

0  25 

0.20 

025 

1.30 

1.75 

3.68 

3  42 

5.43 

567 

Performance  Ratios  (%) 

Year-To-Date  . 

Return  on  Equity  . 

9.51 

12.76 

13.04 

11.85 

10.09 

6.95 

9.79 

6.53 

10.12 

8  23 

Return  on  Assets . 

0.78 

1.06 

0.91 

0.85 

0.61 

0.42 

0.49 

0.36 

0.60 

051 

Net  Interest  Income  to  Assets  . 

3.95 

3.94 

4.25 

4  14 

3.57 

3.91 

3.02 

3.08 

341 

353 

Loss  Provision  to  Assets  . 

0.46 

0.42 

0.66 

0.67 

111 

141 

0.79 

0.96 

0  85 

100 

Noninterest  Income  to  Assets  . 

0.98 

1.06 

1.31 

1.32 

1.82 

2.12 

1.96 

1.96 

1  74 

1.84 

Noninterest  Expense  to  Assets . 

3.37 

3.48 

3.63 

3  65 

3.47 

4.00 

3.48 

355 

347 

368 

Real  Estate  Loans  to  Loans . 

49.45 

52.03 

45.18 

47.15 

36.25 

38.45 

36.24 

37.79 

3841 

40.33 

Noncurrent  Loans  to  Loans . 

2.00 

2.16 

2.03 

2.25 

2.82 

3.91 

4,35 

5  72 

342 

4  48 

Noncurrent  RE  Loans  to  RE  Loans . 

1.74 

2.02 

2.36 

2.70 

4  18 

5.40 

4.81 

7  56 

396 

567 

Loss  Reserve  to  Loans . 

1.67 

1.81 

1.81 

1.84 

2  24 

2  90 

2.72 

2  78 

2  38 

263 

Loss  Reserve  to  Noncurrent  Loans . 

83  56 

83  83 

89  29 

81.54 

79.44 

74  07 

62  50 

48  64 

69  53 

58  71 

Net  Loan  Loss  to  Loans  . 

0.62 

0.64 

0.85 

1.00 

1.36 

1.74 

2.02 

1.73 

1.55 

1  55 

Loss  Provision  to  Net  Loan  Loss  . 

133.79 

118.55 

119.63 

107.49 

123.30 

125.20 

59  79 

83  60 

84.35 

100  59 

Equity  Capital  to  Assets  . 

826 

828 

7.05 

7.16 

6  23 

6  41 

5.15 

557 

603 

631 

Primary  Capital  to  Assets  +  Reserves 

9  12 

9  19 

8  15 

8.25 

7  65 

8.18 

7  19 

7  63 

765 

805 
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Aggregate  Condition  Data  for  National  Banks  by  Asset  Size 

(Data  through  June  30,  1991) 


Under  S300M 

$300-$  IB 

$1B-$10B 

Over  $1  OB 

Total 

June  30, 

June  30. 

June  30. 

June  30. 

June  30. 

June  30. 

June  30 

June  30. 

June  30. 

June  30. 

Total  Assets 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

254  84 

252  99 

15381 

166  35 

608  86 

596  01 

962  49 

945  43 

1.980  00 

1  960  79 

Total  Deposits 

225  25 

223  68 

128  92 

141,09 

459  95 

460  81 

704.35 

705  93 

1.518  47 

1  531  51 

Total  Liabilities 

233  78 

232  05 

142  97 

154  44 

570.87 

557  82 

912.96 

892.81 

1 ,860  58 

1  837  1 1 

Volatile  Liabilities 

30  97 

28.53 

2535 

22  80 

13245 

119.19 

222  78 

181.21 

41 1  55 

351  73 

Total  Loans 

14241 

137  82 

98  35 

103.63 

404.74 

386  10 

629  77 

625  60 

1,275  27 

1  253  15 

Real  Estate  Loans 

7043 

71  71 

44.44 

48  86 

146.71 

148  46 

228  26 

236  39 

489  83 

505  42 

Commercial  &  Industrial  Loans 

30  32 

2692 

2231 

21  96 

114  82 

101  40 

221  39 

216  79 

388  83 

367  06 

Loans  to  Individuals 

30  06 

27  68 

24.44 

24  91 

100  35 

98  84 

77  88 

78  54 

232  72 

229  97 

Noncurrent  Loans 

285 

297 

200 

2  34 

1141 

15  10 

27  42 

35  77 

43  68 

56  18 

Noncurrent  Real  Estate  Loans 

1  22 

1.45 

1  05 

1.32 

6  14 

8  02 

1099 

17  87 

19  40 

28  66 

Other  Real  Estate  Owned 

1  53 

1.60 

0  84 

1  06 

332 

620 

5  00 

8  63 

10  70 

17  48 

Restructured  Loans 

051 

046 

0.16 

0  17 

0.64 

0  52 

1  55 

3  86 

2  86 

5  01 

Loan  Loss  Reserve 

2  38 

2  49 

1.78 

1.91 

906 

11.18 

17  14 

17  40 

30  37 

32  98 

Equity  Capital 

21  06 

20  94 

10  84 

11.92 

37.91 

38  19 

49  53 

52  63 

1 19  34 

123  68 

Primary  Capital 

23  46 

23  49 

12  68 

13.87 

47.30 

49  68 

7043 

73  48 

153.87 

160.52 

Balance  Sheet  Changes  (SBillions) 

Year-To-Date  Gams  (Losses) 

Assets 

-3  98 

-1.11 

8.15 

656 

-60  62 

-13  74 

60.42 

-14,83 

3  97 

-23  10 

Loans 

-1  46 

-1.92 

4  61 

2  22 

-44  73 

-8.37 

36.87 

-22  18 

-4.71 

-30  25 

Real  Estate  Loans 

0  86 

1  41 

4  41 

2  82 

-13  68 

-0  41 

32.03 

-0.20 

23  62 

3  62 

Loan  Loss  Reserve 

-0  02 

0  09 

0  16 

004 

-0.44 

062 

-1  69 

-1.89 

-2  00 

1  14 

Noncurrent  Loans 

-0  10 

0.11 

0  16 

0.19 

0.55 

0  98 

2.08 

3  14 

2  70 

4  41 

Noncurrent  Real  Estate  Loans 

-007 

0.15 

0.15 

020 

032 

009 

3.12 

2.96 

3  53 

3  40 

Other  Real  Estate  Owned  . 

-0  14 

0  03 

0.12 

0  07 

0.31 

1.13 

1.20 

1.79 

1  48 

3  03 

Restructured  Loans  .  .  . 

-0  06 

-0.01 

000 

0.03 

0  25 

-0.08 

1.32 

0.29 

1.50 

0  23 

Equity  Capital . 

0.31 

0.16 

1.02 

0.67 

-0  66 

1.89 

5.03 

1.05 

5.71 

3  77 

Primary  Capital . 

0  27 

0.28 

1.18 

0.71 

-1.39 

2.40 

3  61 

0.95 

3.69 

2  44 

Second  Quarter  Gams  (Losses) 

Assets 

0  06 

-1.84 

2  65 

7  33 

-14  13 

14.83 

18.90 

11.89 

7  49 

2  55 

Loans 

1.30 

-1.87 

1  05 

2.70 

19.75 

16.01 

15.41 

-8.06 

-1.99 

-23  24 

Real  Estate  Loans 

1.03 

0.12 

1  46 

2  08 

-0.31 

-0.16 

12.54 

0.11 

14  72 

1  93 

Loan  Loss  Reserve 

-0  02 

001 

-0  06 

000 

0  16 

0.32 

-1.68 

0.88 

1.60 

-0  56 

Noncurrent  Loans 

-0  14 

0.13 

-0  23 

006 

056 

-0.40 

1.20 

-0.37 

1.38 

-0  84 

Noncurrent  Real  Estate  Loans 

-0  08 

-0.05 

-0  07 

0.06 

0  49 

-0.34 

1  88 

0  86 

2  22 

0  53 

Other  Real  Estate  Owned  ... 

-0.15 

-0  02 

-0  10 

-0  04 

0  74 

023 

1.06 

0.89 

1.55 

1  06 

Restructured  Loans 

-0.06 

-0  01 

-0.02 

002 

0.14 

-0.03 

0.06 

0  41 

0.12 

0  39 

Equity  Capital  .... 

0  45 

-0.16 

0.57 

0  50 

-1.12 

-0.50 

1  21 

1  07 

1  11 

0  91 

Primary  Capital 

0.42 

-0  13 

050 

0.50 

-0  96 

-0.25 

-0  47 

0.16 

-0.51 

0.29 
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Aggregate  Performance  Data  for  National  Banks  by  OCC  District 
(Data  through  June  30,  1991) 


Industry  Structure 

Number  of  Banks . 

Number  of  Banks  with  Losses  .  .  .  . 
Number  of  Failed  Banks  . 

Income  Statement  (SBillions) 

Year-To-Date 

Net  Income . 

Net  Operating  Cash  Flow . 

Net  Interest  Income . 

Noninterest  Income . 

Noninterest  Expense  . 

Loan  Loss  Provision  . 

Net  Loan  Loss  . 

Second  Quarter 

Net  Income . 

Net  Operating  Cash  Flow . 

Net  Interest  Income . 

Noninterest  Income . 

Noninterest  Expense . 

Loan  Loss  Provision  . 

Net  Loan  Loss  . 

Performance  Ratios  (%) 

Year-To-Date 

Return  to  Equity  . 

Return  on  Assets . 

Net  Interest  Income  to  Assets 

Loss  Provision  to  Assets  . 

Noninterest  Income  to  Assets 
Noninterest  Expense  to  Assets 
Real  Estate  Loans  to  Loans 
Noncurrent  Loans  to  Loans 
Noncurrent  RE  Loans  to  RE  Loans 

Loss  Reserve  to  Loans  . 

Loss  Reserve  to  Noncurrent  Loans  . 

Net  Loan  Loss  to  Loans  . 

Loss  Provision  to  Net  Loan  Loss 

Equity  Capital  to  Assets 

Primary  Capital  to  Assets  +  Reserves 


Northeastern 

Southeastern 

Central 

Midwestern 

Southwestern 

Western 

Multinational 

Total 

436 

518 

788 

661 

915 

551 

39 

3.908 

93 

85 

40 

39 

131 

138 

6 

532 

7 

1 

2 

0 

15 

1 

0 

26 

0.09 

0  66 

1  36 

0  56 

0.29 

0.45 

1  60 

5  01 

2.26 

1.96 

2.28 

0.80 

0.70 

1.60 

4  42 

14  02 

6.14 

5  21 

5  41 

2.08 

256 

397 

931 

34  68 

3.31 

1.98 

2.01 

0.91 

0  96 

1.66 

7  27 

18  11 

6  96 

4  96 

4.66 

1.98 

2  68 

3  70 

1 1  24 

36  19 

2.57 

1  41 

0.96 

0.25 

0  46 

1.21 

3  00 

9  86 

2  24 

1.07 

0.75 

0.26 

0.58 

0  72 

4  18 

981 

-0.14 

0.36 

067 

0.29 

0.15 

0  01 

068 

200 

1  09 

0  96 

1  14 

0  41 

0  34 

0.89 

223 

707 

3.10 

2.63 

2  72 

1.05 

1.27 

2  00 

4  67 

17  44 

1.69 

1.00 

1.03 

0  48 

0  48 

0  86 

3  68 

9  21 

3.54 

2.51 

2.35 

1.01 

1.33 

1.86 

5.71 

18.31 

1.25 

0.65 

0.50 

0.13 

0.22 

090 

1.65 

5  30 

1.21 

0.55 

0.39 

0.14 

0.29 

0  43 

265 

567 

0.84 

7.23 

13  50 

14.16 

6  22 

7.31 

10.08 

8.23 

0.05 

0  49 

0  95 

0  96 

0  40 

0  50 

0.55 

0.51 

3.21 

3.86 

3  76 

357 

3  48 

4  43 

320 

353 

1.34 

1.04 

067 

0  44 

0.63 

1  34 

1  03 

1.00 

1.73 

1.47 

1  40 

1.57 

1.31 

1.85 

250 

1  84 

3  64 

3.68 

3.24 

3.40 

3  65 

4  12 

3  86 

3  68 

42.19 

48.52 

36.96 

36  65 

39  04 

45.68 

36  16 

4033 

6.45 

296 

2  34 

1  82 

3.50 

3  29 

598 

4  48 

8  76 

4  08 

2.50 

1.99 

4.70 

3.34 

7  72 

567 

3.47 

2.18 

1.81 

1.92 

3.08 

2.59 

2.76 

263 

53.79 

73.63 

77.08 

105.46 

87.84 

78.75 

46  09 

58  71 

1.86 

1.24 

0  84 

0.80 

1.58 

1.12 

208 

1  55 

1 1 1 .42 

132.36 

128.16 

96.56 

79.65 

167.75 

71.73 

100  59 

5  95 

6.75 

7  13 

7  01 

6  53 

7.00 

5  50 

631 

8.15 

8.13 

8.19 

8.15 

7  94 

8.96 

7.60 

805 
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Aggregate  Condition  Data  for  National  Banks  by  OCC  District 

(Data  through  June  30,  1991) 


northeastern 

Southeastern 

Central 

Midwestern 

Southwestern 

Western 

Multinational" 

Total 

Baiance  Sheet  (SBillions) 

Total  Assets 

382  64 

282  41 

289  14 

115.18 

145  45 

178  27 

567  70 

1  960  79 

Total  Deposits 

303  28 

224  57 

226  87 

92  30 

125  18 

145  66 

413  64 

1  531  51 

Total  Liabilities 

359  89 

263  34 

268  52 

107.11 

135  96 

165  80 

536  48 

1  837  1 1 

Volatile  Liabilities 

65  10 

51.46 

54.22 

16.23 

23  93 

28.51 

112.28 

351  73 

Total  Loans 

239  69 

177  06 

180  66 

66  48 

72  37 

126.99 

389.90 

1  253  15 

Real  Estate  Loans 

101.13 

85  90 

66  77 

24.36 

28  26 

58  01 

140  98 

505  42 

Commercial  &  Industrial  Loans 

69  58 

38  96 

56  59 

18.33 

20.95 

33  70 

128  96 

367  06 

Loans  to  Individuals 

41.29 

36  91 

39  48 

13.00 

13  34 

23  95 

62  01 

229  97 

Noncurrent  Loans 

1546 

5.23 

4  23 

1.21 

2  54 

4  18 

23  32 

56  18 

Noncurrent  Real  Estate  Loans 

8.86 

351 

1  67 

049 

1.33 

1  94 

10  88 

28  66 

Other  Real  Estate  Owned 

4.77 

220 

1.21 

0  41 

2.04 

1  44 

5  41 

17  48 

Restructured  Loans 

063 

0.14 

030 

0  14 

0.44 

0  11 

3  26 

5  01 

Loan  Loss  Reserve 

8  32 

3  85 

3  26 

1.28 

2  23 

3  29 

10  75 

32  98 

Equity  Capital 

22.75 

19  07 

2061 

8  07 

9  49 

12.47 

31  22 

123  68 

Primary  Capital  .  . 

31.86 

23  26 

23.94 

9.49 

11.73 

1627 

43  97 

160  52 

Balance  Sheet  Changes  (SBillions) 

Year-To-Date  Gams  (Losses) 

Assets . 

-8.75 

8  37 

-0.01 

-2.40 

-3  71 

-2.04 

-14  57 

-23.10 

Loans  . 

-9  04 

243 

-0  03 

0.55 

-3.05 

-1.59 

-19.52 

-30  25 

Real  Estate  Loans  .... 

2.1 1 

3.85 

2.95 

1.38 

-0  66 

0.20 

-6.20 

3  62 

Loan  Loss  Reserve . 

-0.91 

053 

0.24 

0.02 

-0.13 

0.53 

-1  42 

-1  14 

Noncurrent  Loans  .  . 

0.73 

085 

0  29 

0.03 

-0  22 

1.07 

1  67 

4  41 

Noncurrent  Real  Estate  Loans 

000 

065 

0  22 

005 

-0.19 

0.53 

2  15 

3  40 

Other  Real  Estate  Owned 

0.96 

066 

0.31 

0.04 

0.03 

0  17 

0  86 

3  03 

Restructured  Loans . 

-007 

0  04 

-0  03 

001 

0.00 

-0  08 

0  37 

0  23 

Equity  Capital . 

1  55 

0  94 

068 

0  38 

0.19 

0.25 

-0  22 

3  77 

Primary  Capital . 

0.51 

1  46 

093 

035 

0.06 

0.78 

-1.66 

2  44 

Second  Quarter  Gains  (Losses) 

Assets . 

-3.55 

-1  63 

4.16 

1.12 

-1.05 

-0.06 

3  56 

2.55 

Loans  . 

-8.21 

-3  00 

-0  23 

1.10 

-2.01 

-0.55 

-10.33 

-23  24 

Real  Estate  Loans  . 

0.94 

0  25 

1.96 

1.17 

-0  63 

-0  23 

-1.53 

1  93 

Loan  Loss  Reserve . 

-0.10 

009 

0.11 

-001 

-0.08 

0  47 

-1.05 

-0  56 

Noncurrent  Loans . 

-0.21 

-O  16 

-0  02 

001 

-0.27 

0.68 

-0  86 

-0  84 

Noncurrent  Real  Estate  Loans  .  .  . 

-0.31 

-0  09 

0  03 

0.02 

-0  25 

0.26 

0.87 

0  53 

Other  Real  Estate  Owned 

0.21 

0  12 

0  08 

0.01 

0.02 

-0.02 

0.65 

1  06 

Restructured  Loans . 

004 

003 

0  00 

-0.01 

0.01 

-0.06 

0  37 

0.39 

Equity  Capital . 

-007 

0.11 

036 

0.21 

0.08 

-0.10 

0  32 

0.91 

Primary  Capital  . 

-0  18 

0.20 

0.48 

0.16 

000 

038 

-0.74 

029 

•Multinational  category  represents  national  banks  affiliated  with  seven  multinational  bank  holding  companies. 
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Litigation  Update 


On  February  11,  1991,  the  United  States  Court  of 
Appeals  for  the  10th  Circuit  held  that  the  Financial 
Institutions  Reform,  Recovery,  and  Enforcement  Act  of 
1989  (FIRREA)  authorizes  the  Resolution  Trust  Cor¬ 
poration  (RTC)  to  override  state  branching  laws  that 
would  otherwise  preclude  banks  that  purchase  failed 
thrifts  in  emergency  acquisitions  from  retaining  the 
thrifts’  offices  as  bank  branches.  The  court  also  upheld 
the  RTC  "Override  Regulation,"  12  CFR  1611.1,  and 
found  that  it  did  not  violate  the  McFadden  Act,  12 
U.S.C.  36.  Accordingly,  the  court  affirmed  the  judgment 
of  the  New  Mexico  District  Court  upholding  the  Over¬ 
ride  Regulation  and  reversed  the  order  of  the  Colorado 
District  Court  that  found  the  regulation  void  and  con¬ 
trary  to  FIRREA. 1  A  petition  for  rehearing  with  a  sugges¬ 
tion  of  rehearing  en  banc  is  pending  in  this  case. 

The  court  gave  great  weight  to  an  Office  of  the  Comp¬ 
troller  of  the  Currency  (OCC)  opinion  that  the  Mc¬ 
Fadden  Act  did  not  preclude  the  RTC  from  authorizing 
such  branch  retentions.  The  McFadden  Act  was  not, 
the  court  said,  intended  to  be  the  sole  authority  for 
national  bank  branches  or  to  control  emergency  ac¬ 
quisitions  such  as  those  authorized  by  the  RTC.  Further, 
the  RTC  override  regulation  did  not  offend  the  competi¬ 
tive  equality  policy  of  the  McFadden  Act  since  it 
provided  equal  branching  rights  to  both  national  and 
state  banks  that  engage  in  emergency  acquisitions. 

On  February  1,  1991,  the  United  States  District  Judge 
for  the  Northern  District  of  Texas  issued  a  Memorandum 
Opinion  and  Order  in  the  referenced  action  holding  that 
both  the  OCC  and  the  Federal  Deposit  Insurance  Cor¬ 
poration  (FDIC)  were  liable  for  wrongfully  closing  12 
bank  subsidiaries  of  MCorp,  Dallas,  Texas.2  Twelve  of 
the  MBanks  that  sold  federal  funds  to  the  lead  MBanks 
were  declared  insolvent  after  the  FDIC  issued  receiver¬ 
ship  certificates  to  the  banks.  MCorp  contended  the 
FDIC  acted  illegally  when  it  decided  to  pay  the  twelve 
MBank  creditors  only  the  amount  they  would  have 
received  in  a  straight  liquidation  of  the  lead  banks,  and 
that  the  OCC  illegally  declared  the  twelve  banks  insol¬ 
vent. 

It  appears  the  court  has  imposed  liability  on  the  OCC 
on  the  theory  that  the  OCC  engaged  in  a  common 


1 Colorado ,  et  al  v.  Resolution  Trust  Corporation,  FDIC  and  Clarke, 
No  90-1276  (10th  Cir );  New  Mexico,  et  al  v  Resolution  Trust 
Corporation,  FDIC  and  Clarke,  No  90-1279  (10th  Cir  ). 

'  MCorp  v.  Clarke  and  FDIC,  No  CA3-89-0831 -F  (N  D  Tex  ) 


scheme  with  the  FDIC  to  "lasso"  as  many  MBanks  as 
possible  through  unlawful  interpretations  of  12  U.S.C 
91  and  191.  The  opinion  does  not  state  what,  other  than 
conspire  with  the  FDIC,  the  OCC  did  improperly.  The 
court  does  not  directly  address  the  Comptroller’s 
declaring  the  twelve  banks  insolvent.  Indeed,  the  court, 
though,  indicates:  “The  decision  of  insolvency  in  itself, 
is  not  the  point  of  this  suit.”  The  focus  of  the  court’s 
lengthy  opinion  is  the  FDIC’s  pro  rata  distribution  The 
court  requested  MCorp  to  file  a  brief  on  the  amount  of 
monetary  damages  it  seeks. 

On  May  22,  1991,  the  U.S.  Court  of  Appeals  for  the 
Tenth  Circuit,  in  a  case  coming  out  of  New  Mexico, 
issued  an  important  opinion  declaring  OCC's  power  to 
declare  banks  insolvent  free  of  pre-closing  judicial 
interference.3  The  lower  court  had  issued  a  preliminary 
injunction  against  the  closing  based  on  disagreements 
with  the  OCC  accounting  approaches  and  on  an  estop¬ 
pel  theory  (investors  had  just  recently  supplied  fresh 
capital  to  the  bank).  On  appeal,  the  Tenth  Circuit  or¬ 
dered  expedited  handling  of  the  case  and,  immediately 
after  argument,  vacated  the  preliminary  injunction  even 
before  it  had  time  to  issue  its  opinion.  The  opinion  said: 

The  Comptroller  argued  that  the  district  court 
erred  in  issuing  the  temporary  injunction  on 
several  grounds,  but  we  address  only  one  which 
we  find  controlling:  that  the  Comptroller's  deter¬ 
mination  of  insolvency  and  his  decision  to  appoint 
a  receiver  is  not  subject  to  judicial  review. 

The  district  court  found  the  bank’s  arguments 
persuasive.  We  do  not  reach  the  merits  of  the 
bank’s  claims,  however,  because  we  hold  the 
Comptroller’s  decision  to  close  a  bank  as  insol¬ 
vent  is  unreviewable  in  a  pre-closing  proceeding. 

It  also  should  be  noted  that,  in  the  last  sentence  of  its 
penultimate  paragraph,  the  court  stated:  “We  express 
no  opinion  on  what  post-closure  review  may  be  avail¬ 
able  to  American  Bank,  as  that  issue  is  not  before  us." 

On  January  29,  1991,  the  United  States  District  Court 
for  the  Northern  District  of  California  granted  OCC 
summary  judgment  in  the  referenced  case  filed  under 
the  Freedom  of  Information  Act,  5  U.S.C.  552  (FOI A)  4 
The  case  arose  from  a  FOIA  request  for  information 


3 American  Bank,  N  A  v  Clarke  et  al ,  No  90-1056  SC  (10th  Cir ) 
4  Taylor  v  Office  of  the  Comptroller,  C-90-1928-JPV  (N  D  Calif ) 
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elating  to  OCC's  proposed  amendment  to  12  CFR 
9  18  OCC  responded  to  the  request  for  information 
relating  to  OCC's  proposed  amendment  to  1 2  CFR  9. 1 8 
by  producing  some  562  documents,  but  withheld  29 
documents  under  Exemption  5  on  grounds  of  the 
deliberative  process,  attorney-client,  and  work  product 
privileges. 

The  court  found  that  OCC  had  properly  withheld  the 
documents.  Since  the  material  had  been  prepared 
before  the  proposed  regulation  was  adopted,  it  was 
found  to  be  both  “predecisional"  and  “deliberative." 
The  court  specifically  rejected  an  argument  by  the 
requester  that  the  documents  would  be  predecisional 


only  if  they  predated  the  agency's  decision  to  propose 
amendments.  Rather,  the  court  concluded,  the 
privilege  must  protect  intra-agency  communication 
leading  to  the  actual  promulgation  of  a  regulation,  not 
merely  those  proceeding  a  decision  to  commence  the 
process  of  rulemaking.  The  documents  (which  in¬ 
cluded  drafts  of  later  documents,  memoranda  regard¬ 
ing  revisions  to  the  proposed  amendments,  and 
opinions  of  OCC  personnel  regarding  the  form  and 
language  of  the  amendments)  were  found  to  be 
deliberative  because  they  were  “an  integral  part  of  the 
OCC’s  decision  to  amend  the  .  .  .  regulations,  as  well 
as  what  form  those  amendments  should  take." 
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Recent  Corporate  Decisions 


On  April  4,  1991,  the  OCC  disapproved  a  change  in 
bank  control  notice  because  it  found  that  the  proposed 
purchaser,  an  officer  of  the  bank,  did  not  demonstrate 
the  financial  capacity  to  consummate  the  transaction. 
The  OCC  determined  that  the  applicant  placed  too 
much  reliance  on  bank  dividends  to  service  the  debt 
associated  with  the  acquisition,  and  that  the  required 
dividends  needed  to  make  the  proposal  viable  were  far 
beyond  the  bank’s  historical  earnings  capacity. 

On  April  4,  1991,  the  OCC  conditionally  approved  an 
application  from  Dillard  National  Bank,  Phoenix, 
Arizona,  to  establish  a  Competitive  Equality  Banking 
Act  of  1987  (CEBA)  credit  card  bank.  The  bank  will  be 
capitalized  with  existing  Dillard  Department  Stores,  Inc. 
credit  card  receivables.  The  approval  included  a  non¬ 
standard  condition  in  which  an  independent  evaluation 
of  the  receivables  must  be  undertaken  to  assess  their 
value  for  capital  purposes. 

On  April  5,  1991 ,  the  OCC  granted  approval  to  the  First 
National  Bank  of  Amarillo,  Amarillo,  Texas,  to  operate  a 
mobile  branch  which  will  serve  factory  sites,  a  medical 
center,  nursing  homes,  and  special  events.  This  was 
the  first  mobile  branch  facility  approved  for  a  national 
bank  in  Texas. 

On  the  same  date,  the  OCC  approved  a  mobile  cus¬ 
tomer  branch  communications  terminal  (CBCT)  ap¬ 
plication  for  Trustmark  National  Bank,  Jackson, 
Mississippi,  and  on  April  29,  1991,  OCC  approved  a 
mobile  CBCT  branch  for  Bank  One,  Columbus,  Nation¬ 
al  Association,  Columbus,  Ohio. 

On  April  23,  1991,  the  OCC  denied  an  operating  sub¬ 
sidiary  proposal  from  a  bank  requesting  permission  to 
perform  asset  management  services  for  the  Resolution 
Trust  Corporation  (RTC).  The  OCC  determined  that  the 
proposal  represented  an  inappropriate  expansion  of 
the  bank’s  activities  and  would  be  a  drain  on 
management’s  attention  to  the  bank’s  own  troubled  loan 
portfolio. 


This  section  contains  summaries  of  selected  corporate  decisions 
completed  during  the  second  quarter  of  1991  The  cases  are 
described  for  informational  purposes  only  and  are  noteworthy  be¬ 
cause  they  represent  issues  of  importance  or  unusual  methods  of 
accomplishing  a  particular  expansion  activity  Copies  of  the  public 
sections  of  the  applications  may  be  obtained  from  the  Communica¬ 
tions  Division  of  the  Office  of  the  Comptroller  of  the  Currency  (OCC) 
in  Washington,  D  C 


On  April  29,  1991,  the  OCC  approved  a  proposal  for 
Citibank  (Florida),  N.A.,  Dania,  Florida,  to  acquire  an 
operating  subsidiary  to  underwrite  title  insurance  for 
loans  originated  by  the  bank.  This  application  marks 
the  first  instance  in  which  the  OCC  has  approved  this 
activity  for  an  operating  subsidiary 

On  May  1,  1991,  the  OCC  approved  a  proposal  to 
relocate  the  First  National  Bank  in  Spokane  from 
Spokane,  Washington,  to  Coeur  d’Alene,  Idaho  No 
branches  will  be  retained  in  Washington.  The  bank’s 
Washington  business  was  sold  to  an  affiliate  located  in 
Spokane. 

On  May  1,  1991,  the  OCC  denied  a  new  bank  charter 
application  due  to  weaknesses  in  the  operating  plan, 
the  lack  of  banking  experience  on  the  part  of  the 
proposed  president  and  other  organizers,  and  the  low 
initial  capitalization  and  limited  financial  support  and 
commitment  from  the  organizers. 

On  May  1,  1991,  the  OCC  rescinded  its  approval  to 
charter  a  new  bank  based  on  recent  examination  infor¬ 
mation  indicating  that  a  thrift  affiliate's  condition  had 
deteriorated  to  an  unsatisfactory  level.  The  individual 
who  was  to  own  90  percent  of  the  bank  also  owned  1 00 
percent  of  the  thrift  affiliate.  The  OCC  concluded  that 
the  individual  should  not  be  allowed  to  establish  a 
national  bank  until  the  thrift  was  returned  to  satisfactory 
condition. 

On  May  2,  1991,  the  OCC  approved  an  application  for 
an  operating  subsidiary  of  NCNB  National  Bank  of 
North  Carolina,  Charlotte,  North  Carolina,  to  engage  in 
the  brokerage  of  platinum  coins  and  bullion.  While  the 
OCC  previously  has  permitted  national  banks  to  buy 
and  sell  gold,  silver,  and  platinum  coins,  as  well  as  gold 
and  silver  bullion,  it  had  not  permitted  national  banks 
to  buy  and  sell  platinum  in  bullion  form  The  OCC 
concluded  that  trading  in  platinum  bullion  could  be 
viewed  as  functionally  equivalent  to  trading  in  platinum 
coins,  since  both  forms  of  platinum  are  traded  based 
on  the  value  of  the  underlying  metal.  The  activity  was 
considered  incidental  to  the  bank's  express  power  to 
trade  in  coins. 

On  May  2,  1991,  the  OCC  denied  the  conversion  of  a 
state-chartered  thrift  to  a  national  bank.  The  thrift  was 
in  unsatisfactory  condition  with  severe  asset  quality 
problems.  Weak  management  had  been  unable  to 
overcome  these  problems. 


On  May  8.  1991 .  the  OCC  denied  a  new  bank  charter 
application  due  to  weaknesses  in  the  operating  plan, 
unrealistic  profitability  projections,  low  initial  capital, 
and  an  inadequate  assessment  of  competition.  The 
OCC  also  found  that  neither  the  organizing  group  nor 
the  proposed  chief  executive  officer  possessed  the 
necessary  strength  to  mitigate  the  identified  weaknesses. 

On  May  9.  1991,  the  OCC  conditionally  approved  a 
thrift's  proposal  to  convert  to  a  national  bank  (Southern 
Financial  National  Bank,  Herndon,  Virginia).  While 
some  weaknesses  were  noted,  these  concerns  were 
addressed  through  conditions  that  must  be  met  prior  to 
conversion. 

On  May  10,  1991,  the  OCC  rescinded  its  preliminary 
approval  for  a  CEBA  credit  card  bank  after  learning  that 
the  proposed  bank’s  parent  had  filed  for  protection 
under  Chapter  1 1  of  the  bankruptcy  code. 

On  May  10,  1991 ,  the  OCC  denied  a  new  bank  charter 
proposal  for  several  reasons.  The  operating  plan  was 
weak.  Additionally,  the  organizing  group  proposed  a 
very  small  initial  investment,  stating  that  the  balance 
would  be  provided  by  institutional  investors;  however, 
the  investors  were  never  identified.  The  organizers' 
small  ownership  position  also  was  a  major  flaw  since  it 
raised  concerns  about  who  would  eventually  control 
the  bank. 

On  May  15,  1991 ,  the  OCC  denied  a  new  bank  charter 
application  due  to  the  organizing  group’s  continued 
association  with  an  organizer  who  had  been  convicted 
of  currency  transaction  violations.  The  OCC’s  concern 
was  that  neither  the  individual  nor  the  other  organizers 
appreciated  the  gravity  of  the  conviction.  The  operating 
plan  failed  to  provide  adequate  support  for  assump¬ 
tions  and  projections,  and  the  applicants  did  not  satis¬ 
factorily  explain  how  the  bank  proposed  to  acquire  a 
profitable  share  of  deposits  and  loans  in  a  highly  com¬ 
petitive  market. 

On  June  14,  1991 ,  the  OCC  conditionally  approved  an 
application  submitted  by  The  Savings  Bank  of 
Lawrence.  Kansas  to  convert  to  a  national  bank.  The 
conditions  associated  with  the  proposal  must  be  met 
prior  to  the  conversion. 

On  June  14,  1991,  the  OCC  approved  the  estab¬ 
lishment  of  a  CEBA  credit  card  bank  that  will  be  an 
operating  subsidiary  of  Sovran  Bank,  N.A.,  Richmond, 
Virginia  C&S/Sovran  Bankcard,  N.A.,  Norfolk,  Virginia, 
is  the  first  credit  card  bank  to  be  chartered  as  a 
subsidiary  of  a  national  bank. 

Or  June  14  1991  the  OCC  granted  conditional  ap¬ 
pro  /al  to  a  charter  application  for  Tunica  National  Bank, 


Marksville,  Louisiana.  This  bank  will  be  located  on  an 
Indian  reservation.  Although  certain  local  bankers  ob¬ 
jected  to  the  proposal,  the  OCC  found  the  proposed 
bank  had  reasonable  prospects  for  success  and  ade¬ 
quate  community  support.  Due  to  the  highly  competi¬ 
tive  nature  of  the  market,  the  approval  was  conditioned 
on  the  bank  being  capitalized  with  net  capital  of  at  least 
$2  million. 

Corporate  Decisions  Related  to  the 
Community  Reinvestment  Act  * 

On  April  1 ,  1 991 ,  the  OCC  conditionally  approved  three 
branch  applications  for  First  Interstate  Bank  of  Oregon, 
N.A.,  Portland,  Oregon.  The  OCC  considered  the 
applicant's  performance  less  than  satisfactory  in  deter¬ 
mining  community  credit  needs  and  marketing,  in 
monitoring  and  analyzing  the  geographic  distribution 
of  credit  provided  by  the  bank,  and  in  active  super¬ 
vision  by  the  board  of  directors.  The  conditions  of  the 
approval  required  the  bank  to  develop  a  written  plan  to 
improve  its  level  of  performance,  submit  a  self-assess¬ 
ment  of  performance  to  the  OCC  reflecting  the  efforts 
undertaken,  and  achieve  a  satisfactory  rating  following 
examination  by  the  OCC.  The  branches  cannot  be 
opened  until  all  conditions  have  been  met. 

On  May  7,  1991 ,  the  OCC  granted  conditional  approval 
to  First  American  National  Bank  of  Nashville,  Nashville, 
Tennessee,  to  relocate  a  branch.  The  OCC  evaluation 
determined  that  the  bank's  record  of  performance  was 
less  than  satisfactory  in  several  areas,  and  approval 
was  conditioned  upon  the  bank  developing  an  action 
plan,  ascertaining  community  credit  needs,  developing 
products  and  services  to  meet  identified  credit  needs, 
developing  and  implementing  a  marketing  program, 
conducting  an  analysis  of  geographig  distribution  of 
credit  within  the  community,  establishing  a  system  of 
active  senior  management  involvement  in  the  Com¬ 
munity  Reinvestment  Act  (CRA),  and  maintaining  ade¬ 
quate  documentation  to  demonstrate  that  such  actions 
have  been  taken.  The  relocation  cannot  occur  until  the 
bank  receives  a  satisfactory  CRA  rating  from  the  OCC. 

On  May  31,  1991,  the  OCC  granted  conditional  ap¬ 
proval  to  Security  Pacific  Savings  Bank  Idaho,  F.S.B., 
Coeur  d’Alene,  Idaho  to  convert  to  a  national  bank  to 
be  called  Security  Pacific  Bank  Idaho,  N.A.  The  thrift’s 
performance  under  CRA  was  less  than  satisfactory  in 


‘This  section  is  provided  pursuant  to  OCC's  Banking  Circular  238 
dated  June  15,  1989  It  includes  summaries  to  provide  easier  access 
to  OCC's  decisions  relating  to  national  bank  corporate  applications 
that  have  been  conditionally  approved  or  denied  on  grounds  related 
to  CRA  The  decision  letters  are  published  monthly  in  a  document 
entitled  Interpretations, "  which  is  available  upon  request  from  the 
Communications  Division 
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the  delineation  of  its  local  community,  in  assessing 
credit  needs  within  the  community,  and  in  monitoring 
how  the  credit  needs  are  being  met.  The  conversion 
cannot  be  consummated  until  the  institution  has 
redelineated  the  community,  and  provided  the  OCC 
with  an  action  plan  addressing  efforts  taken  to  correct 
these  deficiencies. 

On  June  24,  1991,  the  OCC  granted  conditional  ap¬ 
proval  to  Omni  Bank,  N.A.,  Newport  Beach,  California, 
to  relocate  a  branch  office.  Review  indicated  that  the 
bank  had  a  less  than  satisfactory  record  in  determining 
community  credit  needs  and  in  marketing,  in  types  of 
credit  offered  and  extended,  in  participating  in  com¬ 
munity  development  programs,  and  in  analyzing 
geographic  distribution  of  credit  within  the  community. 
Further,  the  OCC  review  determined  that  the  bank’s 
community  delineation  was  unreasonable  and  that  the 
board  of  directors  was  not  actively  involved  in  super¬ 
vision  of  the  CRA  process.  The  conditional  approval 
required  the  board  of  directors  to  develop  a  written  plan 
for  achieving  a  satisfactory  level  of  performance  and  to 
conduct  a  self-assessment  of  performance  under  the 
new  plan.  The  relocation  cannot  occur  until  the  bank 
achieves  a  satisfactory  rating  based  upon  an  OCC 
evaluation. 

On  June  25,  1991,  the  OCC  granted  conditional  ap¬ 
proval  to  the  First  Interstate  Bank  of  Washington,  N.A., 
Seattle,  Washington,  to  establish  two  branches.  The 
OCC  determined  that  the  bank’s  record  of  compliance 
was  less  than  satisfactory  in  determining  community 
credit  needs  and  marketing,  in  monitoring  and  analyz¬ 
ing  the  geographic  distribution  of  credit  provided  by  the 
bank,  and  in  delineating  the  bank's  local  community. 
The  board  of  directors  must  develop  a  written  plan  for 
achieving  a  satisfactory  level  of  performance,  conduct 
a  self-assessment  of  performance  under  the  new  plan, 
and  the  bank  must  achieve  a  satisfactory  rating  based 
upon  OCC  evaluation.  The  branches  cannot  be  opened 
until  all  conditions  have  been  met. 


Cross-county  Applications  ’ 
(as  of  June  30,  1991) 


State 

Received 

Approved 

Denied 

Pending 

Alabama 

1 

1 

0 

0 

Florida 

13 

13 

0 

0 

Georgia 

1 

0 

1 

0 

Iowa 

1 

0 

0 

1 

Indiana 

3 

3 

0 

0 

Kansas 

6 

5 

1 

0 

Louisiana 

22 

22 

0 

0 

Mississippi 

2 

2 

0 

0 

Missouri 

2 

2 

0 

0 

Tennessee 

20 

20 

0 

0 

Texas 

6 

6 

0 

0 

Wisconsin 

3 

3 

0 

0 

TOTAL 

802 

77 

2 

1 

1  These  figures  refer  to  cross-county  branch  applications  filed  with 
the  OCC  as  a  result  of  OCC's  decision  on  July  9,  1985,  to  allow 
Deposit  Guaranty  National  Bank,  Jackson,  Mississippi,  to  branch  to 
the  same  extent  as  state-chartered  thrifts 

2Due  to  a  change  in  Colorado's  branching  law,  the  five  pending 
applications  previously  reported  on  this  table  for  Colorado  can  no 
longer  be  supported  by  a  Deposit  Guaranty  argument  and  have  been 
dropped  from  the  table.  The  entry  for  New  Mexico  has  also  been 
deleted  since  the  application  was  withdrawn  on  May  22,  1991 


Ballard  C.  Gilmore 
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Statement  of  Robert  L.  Clarke  before  the  Senate  Committee  on  Banking, 
Housing,  and  Urban  Affairs  on  legislative  proposals  to  restructure  the  financial 
services  industry,  Washington,  D.C.,  April  23,  1991 


Introduction 

Mr.  Chairman  and  members  of  the  committee,  I  am  here 
this  morning  to  discuss  current  banking  legislation, 
including  S.  543,  the  Comprehensive  Deposit  In¬ 
surance  Reform  and  Taxpayer  Protection  Act  of  1991, 
which  you  introduced,  Mr.  Chairman,  and  S.  713,  the 
Financial  Institutions  Safety  and  Consumer  Choice  Act 
of  1991,  the  administration’s  proposal  for  banking 
reform. 

Both  bills  are  motivated  by  the  problems  we  have  seen 
in  recent  years  in  the  banking  industry:  large  losses 
sustained  by  many  of  the  nation’s  banks,  high  numbers 
of  bank  failures,  and  the  shrinking  resources  of  the 
Bank  Insurance  Fund.  Although  there  is  wide  agree¬ 
ment  that  measures  must  be  taken  to  ensure  the  safety 
and  stability  of  the  U.S.  banking  system,  there  is  some 
disagreement  over  how  to  best  accomplish  that  goal.  It 
is  imperative  that  Congress  adopt  broad  reforms  that 
address  the  root  causes  of  the  problems  facing  the 
banking  industry. 

We  need  to  take  immediate  steps,  as  proposed  in  S.  713, 
to  ensure  that  the  nation’s  banking  system  can  continue 
to  provide  critical  intermediation  services.  This  will  re¬ 
quire  measures  that  increase  the  reserves  of  the 
deposit  insurance  system,  enhance  the  ability  of  super¬ 
visors  to  take  decisive  action  when  banks’  risk  manage¬ 
ment  practices  are  inadequate,  and  restore  profitability 
to  the  banking  system  by  offering  banking  companies 
more  opportunities  to  compete  effectively. 

In  recent  years,  supervisors  have  taken  a  number  of 
important  steps  to  encourage  and  reinforce  sound 
decision-making  by  bank  managers  and  to  ensure  that 
bank  shareholders  bear  the  risk  of  a  bank’s  operations. 
In  1988,  for  example,  the  OCC  began  to  investigate 
national  bank  exposure  to  highly  leveraged  transac¬ 
tions  (HLTs).  That  effort  culminated  in  the  federal  bank¬ 
ing  agencies  adopting  a  consistent  definition  of  FILTs, 
which  they  now  use  to  collect  detailed  information 
about  bank  lending  to  highly  leveraged  borrowers.  The 
OCC  also  issued  guidelines  to  banks  and  examiners 
on  the  risks  from  FILTs  and  conducted  special  examina¬ 
tions  in  multinational  and  regional  banks  participating 
in  HLTs.  We  also  issued  warnings  to  all  national  banks, 
beginning  in  1988,  about  developing  weaknesses  in 
certain  real  estate  markets  and  the  risks  of  failing  to 
manage  real  estate  lending  properly.  In  the  last  two 
years,  we  have  conducted  200  real  estate  examina¬ 


tions,  including  examinations  in  virtually  every  national 
bank  with  assets  over  $1  billion.  In  1989,  the  OCC 
introduced  a  new  definition  of  insolvency  that  excludes 
the  allowance  for  loan  and  lease  losses  from  the 
measure  of  capital  used  to  determine  when  to  close  a 
national  bank.  We  now  close  national  banks  when 
shareholder  equity  is  exhausted  but  while  there  are  still 
reserves  available  to  cover  anticipated  and  identifiable 
losses.  Effective  December  31,  1990,  U.S.  banks  were 
required  by  the  OCC  and  other  federal  bank  regulators 
to  meet  risk-based  capital  standards.  These  rules 
redefine  the  components  of  regulatory  capital  and 
place  more  emphasis  on  shareholder’s  equity.  The  rules 
also  link  a  bank’s  minimum  capital  requirements  to  the 
riskiness  of  its  assets. 

S.  543  and  S.  713  both  contain  measures  designed  to 
strengthen  the  deposit  insurance  system  and  the  su¬ 
pervisory  process.  They  would  restrict  the  scope  of 
deposit  insurance  and  would  modify  the  pricing  of 
deposit  insurance  to  better  reflect  the  risk  exposure  of 
the  insurance  fund.  They  also  contain  provisions  to 
improve  further  the  tools  bank  supervisors  use  to  limit 
risk-taking  by  insured  banks. 

S.  713  contains  additional,  interrelated  provisions  that 
would  amend  outmoded  banking  laws  to  allow  banks 
to  remain  strong  and  competitive  in  changing  financial 
markets.  These  reforms  would  enhance  the  ability  of 
banks  to  continue  to  serve  as  the  primary  financial 
intermediaries  for  the  majority  of  Americans  who  do  not 
possess  specialized  knowledge  of  securities  markets, 
a  large  amount  of  assets,  or  the  ability  to  raise  funds 
directly  in  credit  markets.  I  strongly  support  the  com¬ 
prehensive  approach  taken  in  S.  713.  Deposit  in¬ 
surance  reform  alone  cannot  be  expected  to  cure  the 
fundamental  causes  of  weaknesses  in  the  banking 
industry.  By  addressing  both  risk  and  industry  competi¬ 
tiveness,  S.  713  would  create  a  safer  banking  environ¬ 
ment  and  would  also  enable  banking  companies  to 
produce  operating  results  necessary  to  attract  private 
capital  and  serve  the  credit  needs  of  their  markets. 

My  statement  will  begin  with  a  discussion  of  the  need 
for  comprehensive  banking  reform,  including  the 
relaxation  of  restrictions  on  geographic  expansion, 
products,  and  bank  ownership  in  a  manner  that  does 
not  expand  the  federal  safety  net.  I  will  then  comment 
in  more  detail  on  some  of  the  specific  provisions  of 
S.  543  and  compare  them  to  those  of  S.  713.  These 
comments  will  reflect  my  support  for  provisions  that 
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would  create  incentives  for  banks  to  maintain  strong 
capital  standards  and  that  would  establish  stronger 
means  to  enforce  those  standards. 

The  Role  of  Banks  in  the  U.S.  Economy 

Banks  provide  depositors  with  liquidity,  convenience, 
and  safety,  and  they  provide  borrowers  with  cus¬ 
tomized  credit  opportunities.  Accordingly,  banks 
serve  as  an  essential  link  between  suppliers  and 
users  of  money.  Banks  also  serve  as  a  transmission 
system  through  which  payments  are  made.  In  the 
aggregate  economy,  the  activities  of  banks  increase 
the  growth  and  prosperity  of  our  economy  which 
create  jobs,  increase  income  levels,  and  raise  our 
standard  of  living. 

For  the  most  part,  the  fundamental  role  of  banks  has 
not  changed  over  time:  however,  during  the  last  fifty 
years,  financial  and  technical  innovations  have 
dramatically  changed  the  manner  in  which  banks  func¬ 
tion.  Unfortunately,  banking  laws  have  not  kept  up  with 
these  changes,  to  the  detriment  of  the  banking  industry. 
By  impairing  the  ability  of  banks  to  compete  in  a  rapidly 
changing  financial  services  marketplace,  the  frag¬ 
mented  industry  structure  imposed  by  current  law  adds 
to  the  risks  with  which  bank  supervision  and  the  deposit 
insurance  system  must  deal.  Deposit  insurance  and 
supervisory  reforms  are  needed;  however,  they  cannot 
remove  all  of  the  sources  of  risk.  The  strength  of  the 
banking  industry  also  depends  upon  its  ability  to  com¬ 
pete  profitably  with  other  financial  services  providers. 
To  this  end,  I  endorse  the  comprehensive  reform  pack¬ 
age  proposed  by  the  administration. 

There  are  three  sets  of  constraints  that  are  particularly 
significant:  geographic  constraints,  limitations  on  finan¬ 
cial  products  and  services  banks  may  offer,  and  restric¬ 
tions  on  bank  ownership.  The  administration’s  bill 
addresses  each  of  these. 

Geographic  Restrictions 

Geographic  restrictions  on  banking  and  branching  may 
once  have  served  a  useful  purpose  in  promoting  the 
development  of  local  economies,  when  commerce  in 
those  economies  relied  more  on  local  sources  of  funds. 
In  today’s  integrated  credit  markets,  however,  local 
economies  are  no  longer  financially  isolated,  and 
geographic  restrictions  serve  only  to  reduce  competi¬ 
tion  to  the  detriment  of  the  consumers  of  banking 
products  and  services. 

Geographic  restrictions  also  make  banks  more  vul¬ 
nerable  to  regional  economic  shocks  Removing  these 
restrictions  would  enable  banks  to  diversify  more  fully 
their  asset  portfolios  and  their  sources  of  income, 


reducing  the  impact  of  a  shock  in  any  particular  region, 
and  providing  a  greater  margin  of  safety  to  banks  and 
the  deposit  insurer.  For  example,  the  recent  collapse  of 
real  estate  markets  in  the  Northeast  bears  witness  to 
the  extent  that  locally  invested  banks  can  be  weakened 
by  a  regional  downturn.  Consumers  will  also  reap  the 
additional  benefits  of  improved  banking  services  that 
will  result  from  an  increase  in  competition  among 
banks. 

Banking  firms  have  overcome  geographic  restrictions 
to  some  extent  by  setting  up  multibank  holding  com¬ 
panies  that  take  advantage  of  interstate  banking  oppor¬ 
tunities.  But  the  inability  to  consolidate  such  operations 
through  direct  interstate  branching  can  impose  opera¬ 
tional  redundancies  that  may  add  substantially  to  the 
cost  of  interstate  banking.  These  include  the  cost  of 
obtaining  separate  charters  and  of  having  separate 
boards  of  directors  and  managers.  I  believe  that  a 
number  of  banking  firms  will  realize  significant  savings 
in  this  area  when  restrictions  on  interstate  branching 
are  lifted. 

S.  713  would  repeal  the  Douglas  amendment  to  the 
Bank  Holding  Company  Act  three  years  after  enact¬ 
ment,  thus  removing  restrictions  on  interstate  acquisi¬ 
tions  of  banks  by  bank  holding  companies.  It  would 
amend  the  McFadden  Act  to  permit  national  banks  to 
branch  interstate  to  the  extent  that  bank  holding  com¬ 
panies  can  cross  state  lines.  Thus,  after  three  years  the 
McFadden  Act  would  permit  national  banks  to  branch 
in  any  state. 

I  am  aware  of  concerns  raised  by  some  bankers  that 
nationwide  banking  would  enable  large  money  center 
and  super-regional  banks  to  take  over  markets  now 
served  by  smaller  banks.  However,  most  states  current¬ 
ly  permit  some  interstate  banking,  and  when  large  and 
small  banks  compete  in  the  same  geographic  markets, 
good  management  —  not  size  —  is  the  primary  deter¬ 
minant  of  a  bank’s  success.  In  states  that  permit  broad 
within-state  geographic  expansion,  small  banks  have 
operated  successfully  for  years.  Successful  banks 
traditionally  have  been  those  that  best  meet  the  needs 
of  the  markets  they  serve.  Competitive  forces  have  led 
many  large  banks  to  become  adept  at  using  the  scale 
of  their  operations  to  offer  a  high  volume  of  services  at 
low  costs;  however,  such  economies  of  scale  are  typi¬ 
cally  realized  in  products  that  do  not  require  a  high 
degree  of  personal  service.  Conversely,  small  banks 
tend  to  succeed  when  offering  high  quality  services  to 
their  clients  Local  customers  who  value  a  “hometown" 
touch  are  likely,  therefore,  to  seek  the  financial  services 
of  smaller  banks,  whether  or  not  a  large  bank  has  a 
branch  located  across  the  street.  Community  banks  will 
retain  their  important  role  in  credit  markets,  and  credit¬ 
worthy  local  borrowers  will  obtain  financing. 
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Product  Restrictions 

Over  the  years,  the  lines  separating  different  segments 
of  the  market  have  become  increasingly  blurred.  Com¬ 
mercial  banks  face  increased  competition  for 
household  savings  from  a  host  of  other  providers.  Also, 
the  nature  of  commercial  lending  has  changed  as  many 
institutional  lenders  are  converting  an  increasing  num¬ 
ber  of  loans  into  securities;  yet,  commercial  banks  are 
restricted  from  fully  participating  in  several  of  these 
growing  markets. 

Financial  integration  would  benefit  consumers  by 
reducing  the  costs  of  a  wide  range  of  financial  services 
as  firms  compete  for  business  by  lowering  prices  and 
making  such  services  more  conveniently  available.  It 
would  benefit  banking  companies  by  providing  addi¬ 
tional  opportunities  to  diversify  their  portfolios  and  in¬ 
come  sources.  Diversification  into  a  broader  range  of 
financial  products  and  services  would  enable  a  bank¬ 
ing  company  to  achieve  a  reasonable  rate  of  return  with 
more  stable  earnings  and  less  risk  of  losses  to  unin¬ 
sured  depositors,  investors,  and  the  federal  deposit 
insurer. 

While  financial  integration  has  the  potential  to  improve 
the  operating  efficiency  of  banks,  and  of  capital 
markets  generally,  it  is  essential  to  identify  the  asso¬ 
ciated  risks  and  to  provide  a  structure  of  supervision 
and  regulation  that  deals  appropriately  with  any  such 
risks.  Such  a  structure  should  prevent  the  safety  net 
provided  by  federal  deposit  insurance  from  being  ex¬ 
tended  to  non-banking  activities,  both  because  such 
an  extension  could  eventually  impose  large  costs  on 
taxpayers,  and  because  there  is  no  valid  public  policy 
reason  to  extend  the  safety  net  beyond  core  banking 
functions. 

The  new  activities  that  would  be  authorized  under  S. 
713  —  such  as  securities  dealing  and  underwriting  and 
insurance  brokerage  and  underwriting  —  involve  some 
risks,  as  do  most  business  ventures,  but  they  are  not 
intrinsically  high-risk  enterprises.  Well-managed  firms 
in  each  of  these  areas  have  remained  in  business  for 
many  years,  successfully  managing  their  business 
risks  and  delivering  profits  to  their  investors.  There  is 
no  reason  to  expect  that  these  activities  will  suddenly 
become  riskier  if  conducted  under  the  auspices  of  a 
banking  firm.  As  long  as  the  safety  net  is  not  extended 
to  those  activities,  there  is  no  reason  why  they  should 
increase  the  potential  exposure  of  the  deposit  in¬ 
surance  fund.  If,  on  the  other  hand,  banks  were  per¬ 
mitted  to  fund  certain  expanded  activities  with  insured 
deposits,  thereby  extending  the  safety  net  to  these 
activities,  substantial  amounts  of  risk  could  be  shifted 
to  the  federal  deposit  insurer,  and,  potentially,  to  tax¬ 
payers.  Insured  depositories  can  be  insulated  from 


such  risks  by  requiring  that  certain  types  of  newly 
permitted  business  activities  be  conducted  in 
separately  incorporated  affiliates  funded  with  unin¬ 
sured  liabilities  and  externally  generated  capital 

Corporate  separateness,  as  proposed  in  S.  713,  would 
avoid  extending  the  safety  net  to  activities  for  which  it 
was  not  intended.  The  purpose  of  the  safety  net  is 
closely  linked  to  the  special  role  that  certain  core  bank¬ 
ing  functions  (deposit-taking,  operating  the  payments 
system,  and  maintaining  reserves  that  are  used  to 
manage  the  money  supply)  play  in  the  economy.  There¬ 
fore,  I  support  the  provisions  of  S.  713  that  would 
authorize  insured  banks,  with  sufficient  capital,  to  af¬ 
filiate  with  firms  that  offer  full-service  securities,  in¬ 
surance,  and  mutual  fund  activities  within  a  financial 
services  holding  company.  These  provisions  would 
enable  banking  companies  to  compete  successfully  in 
financial  services  markets,  while  protecting  the  deposit 
insurance  fund  from  undue  extensions  of  the  federal 
safety  net. 

Ownership  of  Banks 

I  am  concerned  that  the  laws  that  unnecessarily  restrict 
banking  activities  have  reduced  bank  profitability;  this, 
in  turn,  has  diverted  capital  from  the  banking  industry. 
By  taking  steps  to  allow  banks  to  compete  effectively 
against  other  financial  services  providers  and  to  better 
diversify  their  risks  through  interstate  banking, 
profitability  would  return  to  the  banking  industry.  If 
current  ownership  restrictions  on  banks  remain,  how¬ 
ever,  potential  sources  of  new  capital  would  still  be 
prohibited  from  entering  the  banking  industry.  The  Bank 
Holding  Company  Act  effectively  prohibits  significant 
ownership  of  banks  by  commercial  firms.  This  excludes 
the  vast  majority  of  our  economy’s  capital  from  the 
banking  industry.  These  restrictions  impair  safety  and 
soundness  and  can  have  a  detrimental  effect  on  credit 
availability. 

S.  713  would  allow  either  a  commercial  firm  or  a  finan¬ 
cial  services  firm  to  control  a  well-capitalized  bank,  and 
would  thereby  provide  an  additional  means  for  increas¬ 
ing  the  amount  of  capital  and  managerial  talent  avail¬ 
able  to  the  banking  industry.  This  would  be  consistent 
with  how  savings  associations  may  now  be  owned. 

I  understand  the  concerns  many  people  have  about 
commercial  ownership,  such  as  possible  concentra¬ 
tions  of  economic  power  or  abuses  in  lending  prac¬ 
tices.  S.  713  would  provide  sufficient  safeguards 
Transactions  between  the  affiliates  of  a  financial  ser¬ 
vices  holding  company  and  its  insured  subsidiary  bank 
would  be  limited.  Moreover,  an  insured  bank  would  be 
permitted  to  make  no  extensions  of  credit  to  a  commer¬ 
cial  owner,  either  directly  or  indirectly 


19 


I  will  now  comment  on  some  specific  issues  of  S.  543, 
as  you  requested  in  your  letter  of  invitation,  by  compar¬ 
ing  the  provisions  in  S.  543  and  S.  713.  These 
provisions  primarily  involve  supervisory  and  deposit 
insurance  reforms.  I  will  close  with  some  thoughts  on 
the  administration  proposal  for  regulatory  restructuring. 

Prompt  Supervisory  Action 

Both  S.  543  and  S.  713  propose  a  system  under  which 
supervisors  would  take  prompt  corrective  action  when 
the  condition  of  a  bank  declines.  These  proposals  are 
generally  consistent  with  the  OCC’s  supervisory 
policies  which  are  designed  to  identify  weaknesses 
early  and  require  banks  to  take  corrective  actions 
before  the  weaknesses  produce  major  consequences. 

A  decline  in  a  bank’s  capital  level  inevitably  precedes 
the  failure  of  a  bank.  Of  course,  not  every  bank  whose 
capital  falls  fails;  in  most  cases  the  capital  deficiency 
is  corrected  and  failure  is  averted.  But  capital  is  a  key 
indicator  of  a  bank’s  condition.  Capital-based  prompt 
corrective  actions  would  trigger  steps  by  supervisors 
to  return  a  bank  to  health  —  when  there  is  still  time  for 
the  bank  to  recover.  Nonetheless,  supervisory  efforts 
should  not  be  linked  solely  to  measures  of  bank  capital. 
Declines  in  capital  result  from  a  variety  of  problems 
such  as  poor  credit  policies,  management  deficiencies, 
or  inadequate  internal  review  standards. 

S.  543  and  S.  713  would  accommodate  both  capital- 
based  prompt  corrective  action  and  efforts  by  super¬ 
visors  to  correct  problems  before  they  show  up  in  a 
bank’s  capital  level.  They  would  expand  the  tools  avail¬ 
able  for  supervisory  intervention,  and  they  contain 
strong  incentives  for  banks  to  maintain  adequate  capi¬ 
tal  levels.  If  banks  know  that  falling  below  minimum 
capital  standards  will  likely  result  in  immediate  sanc¬ 
tions,  they  will  take  much  greater  pains  to  avoid  capital 
inadequacy.  If  the  incentives  work,  the  sanctions  will 
rarely  need  fo  be  invoked. 

The  bills  would  provide  for  supervisory  sanctions  on 
banks  that  are  not  in  compliance  with  capital  standards. 
Depending  upon  the  degree  of  deterioration  in  a  bank’s 
condition,  those  sanctions  can  include  requirements  to 
submit  and  implement  capital  restoration  plans,  to  stop 
payment  of  dividends,  and  to  restrict  net  asset  growth. 
Additional  sanctions  such  as  restricting  activities  of  the 
bank  or  its  affiliates,  removing  management,  and  order¬ 
ing  the  sale  of  the  bank,  could  be  imposed  at  the 
discretion  of  the  supervisor  Sanctions  would  become 
progressively  more  stringent,  and  there  would  be  less 
of  a  role  for  discretion,  as  a  bank’s  capital  level  fell. 
Banks  that  fall  below  a  “critical’’  capital  level  would  be 
subject  to  mandatory  conservatorship  or  receivership 
or  sale  or  merger  of  the  bank  These  actions,  triggered 


by  a  change  in  a  bank’s  condition,  could  assist  early 
intervention  efforts  to  restore  a  bank’s  capital  to  safe 
levels. 

An  important  feature  of  S.  713  is  that  supervisors  are 
permitted  to  downgrade  a  bank,  for  safety  and  sound¬ 
ness  reasons,  independent  of  the  bank's  capital  level. 
This  would  facilitate  supervisors’  early  institution  of 
corrective  actions  on  the  basis  of  a  bank’s  overall 
condition.  S.  713  achieves  a  wise  balance  between 
supervisory  discretion  and  certainty  of  action. 

Market  Value  Accounting 

Both  S.  543  and  S.  713  propose  the  development  of 
accounting  principles  that  accurately  reflect  the  market 
values  of  a  bank’s  assets  and  liabilities  for  use  in 
supplementary  disclosures. 

The  notion  behind  market  value  accounting  is  that  if 
bank  assets  and  liabilities  could  be  marked  to  market 
accurately,  regulators  would  be  able  both  to  identify 
problem  institutions  more  reliably  and  to  close  insolvent 
institutions  in  a  more  timely  manner.  There  are,  however, 
significant  problems  with  the  implementation  of  market 
value  accounting  principles  for  depository  institutions. 

It  is  difficult  to  obtain  reliable  values  for  bank  assets  and 
liabilities  that  trade  only  in  illiquid  markets,  if  they  trade 
at  all.  Furthermore,  there  could  be  significant  differ¬ 
ences  between  the  value  of  an  asset  to  its  holder  and 
its  liquidation  value.  Also,  liquidation  values  can  differ 
significantly,  depending  upon  the  time  period  assumed 
for  liquidation.  With  such  a  limited  basis  for  evaluating 
market  values  of  bank  assets  and  liabilities,  examiners 
would  have  difficulty  verifying  information  reported  by 
banks.  Moreover,  inconsistently  reported  information 
could  make  it  difficult  to  make  meaningful  comparisons 
among  banks.  Finally,  market  value  accounting  might 
involve  considerable  costs  and  reporting  burdens. 

Valuation  problems  could  also  result  in  reported  earn¬ 
ings  conveying  misleading  information  about  the  bank 
to  investors  and  depositors.  For  example,  cyclical 
changes  in  interest  rates  or  local  economic  conditions 
would  cause  fluctuations  in  the  market  values  of  assets. 
However,  if  the  bank  has  the  ability  and  intent  to  hold 
the  assets  to  maturity,  those  fluctuations,  in  many 
cases,  average  out  over  the  lifetime  of  the  loan.  Under 
such  conditions,  market  value  accounting  would  not 
provide  relevant  information  about  the  long-term  health 
of  the  institution. 

For  the  reasons  described  above,  caution  must  be 
used  when  considering  the  adoption  of  a  sweeping 
system  of  market  value  accounting  Developing  a 
method  to  include  supplementary  disclosures  of 
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market  values,  as  proposed  in  S.  713,  is  a  reasonable 
compromise  for  serving  the  interests  of  both  bank 
regulators  and  credit  market  participants. 

On-Site  Examinations 

S.  713  would  require  annual  examinations  for  all  banks 
(and  branches  of  foreign  banks),  except  for  those  with 
assets  below  $1  billion  that  are  in  compliance  with 
capital  standards;  in  that  case,  examinations  could  be 
at  18-month  intervals.  S.  543  contains  similar  provisions. 

On-site  examinations  are  an  essential  component  of 
effective  bank  supervision,  and  the  OCC’s  supervision 
policies  are  consistent  with  the  proposals  contained  in 
S.  543  and  S.  713.  Our  policy  includes  annually  assess¬ 
ing  risk  and  developing  an  examination  strategy  for 
each  national  bank;  providing  annual  examination 
reports  to  national  banks;  and  annual  meetings  with 
boards  of  directors  of  national  banks.  Each  national 
bank  is  assigned  to  an  examiner  who  is  responsible  for 
the  overall  supervision  of  that  institution.  The  OCC’s 
examination  efforts  at  a  bank  can  range  from  broad- 
based  reviews  to  examinations  of  identified  areas  of 
weakness  to  reviews  of  reports  and  special  data  re¬ 
quested  of  banks.  It  is  important  to  understand  that  the 
work  examiners  do  in  their  offices  supplements  —  but 
does  not  substitute  for  —  work  they  do  at  the  banks.  In 
1991,  the  OCC  plans  to  conduct  thorough  asset  quality 
reviews  at  every  national  bank  with  over  $1  billion  in 
assets  and  every  smaller  bank  with  identified  problems. 

The  OCC  also  has  specialized  procedures  for  assess¬ 
ing  compliance.  Our  compliance  program,  instituted  in 
1987,  is  designed  to  better  focus  examination  resour¬ 
ces  and,  through  the  deterrent  value  of  random  selec¬ 
tion,  to  heighten  the  industry’s  own  efforts.  National 
banks  with  over  $1  billion  in  assets,  of  which  there  were 
209  as  of  December  31 ,  1990,  are  examined  for  com¬ 
pliance  every  two  years.  Subsidiaries  and  affiliates  of 
the  parent  holding  companies  of  these  banks  are  also 
examined.  The  remaining  (approximately  3,500)  na¬ 
tional  banks  are  examined  when  they  are  randomly 
selected  as  part  of  the  annual  sampling  process.  The 
random  sample  results  in  approximately  16  percent  of 
this  pool  being  selected  for  compliance  examinations 
each  year.  Over  a  two  year  cycle,  examinations  con¬ 
ducted  under  the  compliance  program  cover  ap¬ 
proximately  80  percent  of  the  assets  of  the  national 
banking  system. 

Risk-Based  Capital 

Both  S.  543  and  S.  713  would  require  that  bank 
regulators  devise  a  system  to  incorporate  interest  rate 
risk  into  risk-based  capital  standards.  S.  543  would 
further  direct  bank  regulators  to  publish  final  regula¬ 


tions  incorporating  credit  concentrations  into  the  risk- 
based  capital  standards  within  18  months  of  the  bill's 
enactment. 

The  OCC  has  been  working  for  some  time  on  enhance¬ 
ments  to  the  risk-based  capital  framework.  We  are 
currently  in  the  process,  with  other  domestic  and  inter¬ 
national  bank  regulators,  of  selecting  a  particular 
means  to  measure  interest  rate  risk  in  banks  and  study¬ 
ing  how  to  incorporate  interest  rate  risk  into  the  evalua¬ 
tion  of  a  bank’s  capital  adequacy.  I  support  the 
provisions  of  the  bills  regarding  interest  rate  risk.  The 
remaining  task  is  to  devise  a  workable  system  that  will 
not  be  excessively  burdensome  for  banks  and  will  be 
readily  applicable  by  our  field  examiners. 

As  you  have  recognized  Mr.  Chairman,  credit  con¬ 
centrations  are  also  an  important  area,  and  in  the  near 
future  we  will  provide  specific  guidance  to  examiners 
to  help  them  improve  their  evaluations  of  the  risks  of 
concentrations.  However,  our  efforts  in  this  area  indi¬ 
cate  that  it  will  be  extremely  difficult,  if  not  impossible, 
to  develop  a  uniform  measure  of  risks  from  credit  con¬ 
centrations.  If  done  poorly,  it  could  result  in  severe 
credit  availability  problems. 

Currently,  we  identify  relatively  high  concentrations  of 
particular  kinds  of  loans  within  a  bank  and  require  the 
bank  to  have  systems  and  controls  in  place  to  deal  with 
the  associated  risks.  In  our  evaluations  of  exposure  to 
credit  concentrations,  we  consider  a  bank’s  manage¬ 
ment  systems  and  asset  quality,  as  well  as  the  level  of 
its  allowance  for  possible  losses  and  its  capital.  For 
example,  a  bank  that  has  a  credit  concentration  in  one 
type  of  loan,  and  has  used  imprudent  underwriting 
standards  when  making  those  loans,  might  be  required 
to  tighten  its  underwriting  standards  and  supplement 
its  allowance.  The  effect  would  be  to  reduce  the  bank’s 
risk  exposure  to  the  credit  concentration. 

Before  developing  a  uniform  credit  concentration  risk 
related  capital  requirement,  it  is  critical  that  we  devise 
a  reliable  way  to  determine  whether  an  apparent  credit 
concentration  does  in  fact  pose  a  real  risk.  For  example, 
a  credit  card  bank  will  be  concentrated  in  consumer 
loans,  yet  the  risk  might  be  negligible  if  the  loans  are 
diversified  across  communities  throughout  the  country. 
Any  capital  requirement  that  failed  to  take  into  account 
such  factors  could  impede  the  development  of  institu¬ 
tions  created  to  fill  special  market  needs. 

Similarly,  two  banks  with  equal  fractions  of  their  loan 
portfolios  in  real  estate  loans  could,  depending  on  how 
they  were  managed,  face  vastly  different  risks  One 
might  apply  stringent  underwriting  criteria  and  diversify 
across  many  real  estate  projects,  while  the  other  uses 
imprudent  underwriting  standards  and  lends  to  only  a 
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few  borrowers  The  latter  bank,  while  meeting  the  same 
limit  on  real  estate  exposure,  would  be  much  more  likely 
to  suffer  losses. 

The  treatment  of  banks  that  appear  to  have  risky  con¬ 
centrations  due  to  the  narrow  scope  of  their  lending 
business  is  another  problem.  For  example,  a  bank  in  a 
farm  community  may  have  few  opportunities  to  lend  to 
borrowers  not  directly  or  indirectly  related  to  agricul¬ 
ture  Nonetheless,  such  a  bank  can  make  efforts  to 
diversify  its  risks  by  lending  to  borrowers  who  are 
dependent  on  different  agricultural  commodities,  by 
selling  participations  in  its  loans,  or  by  holding  other 
investments.  These  factors  would  mitigate  some  of  the 
risks  posed  by  particular  loan  concentrations.  A  capital 
standard  based  simply  on  credit  concentrations  in  a 
particular  industry  or  geographic  area  could  needless¬ 
ly  restrict  bank  lending. 

Deposit  Insurance  Reform 

Limits  on  Coverage 

S.  543  and  S.  713  propose  similar  limits  on  deposit 
insurance  coverage.  Both  would  limit  coverage  for  an 
individual  to  $100,000  per  institution,  plus  an  additional 
$100,000  per  institution  for  a  retirement  account.  Both 
have  provisions  restricting  pass-through  coverage. 
They  differ,  however,  in  their  treatment  of  brokered 
deposits.  S.  543  would,  in  effect,  regulate  interest  rates 
on  brokered  deposits  and  would  authorize  the  Federal 
Deposit  Insurance  Corporation  (FDIC)  to  restrict  their 
use.  In  light  of  the  FDIC’s  authority  to  restrict  brokered 
deposits  in  troubled  banks,  granted  in  the  Financial 
Institutions  Reform,  Recovery,  and  Enforcement  Act  of 
1988  (FIRREA),  the  restrictions  proposed  in  S.  543  may 
not  be  needed  to  curb  abuses,  and  may  have  unin¬ 
tended  adverse  effects. 

My  view  is  that  brokered  deposits,  in  and  of  them¬ 
selves,  are  not  a  problem.  Problems  arise  when  in¬ 
stitutions  do  not  back  deposits  with  adequate  capital 
or  use  brokered  deposits  to  fund  activities  for  which 
they  have  inadequate  risk  controls.  When  used 
properly,  brokered  deposits  provide  a  useful 
mechanism  for  moving  excess  deposits  to  where 
they  are  needed,  thereby  increasing  efficiency  of  the 
banking  system  as  a  whole  and  benefiting  both 
savers  and  borrowers. 

If  access  to  brokered  deposits  were  reduced,  banks 
that  depend  heavily  upon  this  type  of  funding  might  be 
forced  either  to  bid  up  deposit  rates  in  their  own  local 
markets  to  attract  new  funds  or  to  shed  assets;  both  of 
these  consequences  could  adversely  affect  credit 
availability  Brokered  deposits  are  also  a  source  of 
‘  jnds  for  institutions  such  as  credit  card  banks,  which, 


by  the  nature  of  their  operations,  lend  over  a  wide 
geographical  area  and  have  no  local  deposit  base.  The 
restrictions  proposed  in  S.  543  may  curb  these 
legitimate  uses  of  brokered  deposits. 

To  avoid  inappropriate  extensions  of  the  federal  safety 
net  and  lessen  the  exposure  of  the  deposit  insurer  to 
potential  abuses  of  brokered  deposits,  the  preferable 
approach  is  to  eliminate  the  deposit  insurance 
coverage  of  brokered  deposits,  as  proposed  in  S.  713. 
This  would  allow  credit  market  participants  to  allocate 
and  price  deposits  efficiently  while  removing  the  risks 
that  brokered  deposits  might  impose  upon  the  deposit 
insurance  fund. 

Risk-Based  Deposit  Insurance  Premiums 

S.  543  and  S.  713  both  propose  risk-based  deposit 
insurance  premiums.  I  prefer  the  approach  of  S.  713 
because  it  would  base  premiums  primarily  upon  the 
capital  adequacy  of  the  bank  as  a  means  of  capturing 
the  intrinsic  risk  exposure  of  a  bank  to  the  insurance 
fund.  To  avoid  a  confusing  multiplicity  of  capital  require¬ 
ments,  it  is  important  that  the  capital  standard  on  which 
premiums  are  based  be  the  same  as  that  used  by  an 
institution's  primary  supervisor  to  assess  the  overall  risk 
of  an  institution.  Doing  so  would  promote  consistent 
and  prudent  risk  management  practices  by  bank 
managers  that  would  ensure  the  long-run  integrity  and 
stability  of  the  deposit  insurance  fund. 

Failure  Resolutions 

Both  S.  713  and  S.  543  would  require  the  FDIC  to  use 
the  method  of  resolution  which  is  least  costly  to  the 
insurance  fund. 

S.  713  would  permit  the  FDIC  to  cover  uninsured 
deposits  if  doing  so  was  part  of  the  least  costly  failure 
resolution  method  available,  or  if  the  Federal  Reserve 
Board  and  the  Treasury  Department,  in  consultation 
with  the  FDIC  and  the  Office  of  Management  and 
Budget  (OMB),  jointly  determined  that  risks  to  the  bank¬ 
ing  system  warranted  protection  of  uninsured  bank 
creditors.  S.  543  does  not  explicitly  address  how  to  deal 
with  systemic  risk.  It  does,  however,  leave  open  the 
possibility  that  the  Federal  Reserve  System  could  lend 
to  troubled  banks  as  a  means  of  protecting  the  financial 
system. 

It  is  essential  to  protect  against  systemic  instabilities; 
however,  great  care  must  be  taken  to  ensure  that  the 
banking  industry  maintain  the  responsibility  of  absorb¬ 
ing  those  costs.  Furthermore,  since  actions  to  protect 
the  financial  system  might  have  severe  effects  on  the 
economy  or  involve  budgetary  considerations,  the 
Treasury  and  OMB  should  be  involved. 


Cross-Guarantees  among  Affiliates 

I  do  not  favor  the  extension  of  cross-guarantees  among 
holding  company  affiliates.  S.  713  does  not  outline 
cross-guarantee  provisions;  rather,  it  would  create 
strong  incentives  for  a  holding  company  to  maintain 
adequate  capital  to  its  bank  affiliates.  Conversely,  S.  543 
would  extend  to  nonbank  affiliates  the  cross-guarantee 
provisions  outlined  in  FIRREA,  which  made  depository 
institutions  liable  for  losses  sustained  by  the  FDIC 
resulting  from  the  default  of  a  commonly  controlled 
depository  institution.  Such  a  policy  could  hinder  finan¬ 
cial  integration,  and  may  not  be  necessary  to  ensure 
bank  safety  and  soundness. 

The  legal  doctrine  that  insulates  a  firm  from  claims 
made  against  separately  incorporated  affiliates  plays  a 
useful  role  in  facilitating  the  efficient  use  of  investment 
capital.  Investors  might  be  reluctant  to  invest  in  a  firm 
if  they  knew  they  could  iose  their  investments  as  a  result 
of  the  unrelated  actions  of  another  firm.  Similarly,  cross¬ 
guarantees  are  inconsistent  with  the  concept  of 
firewalls,  a  cornerstone  of  proposals  to  safely  expand 
the  competitive  opportunities  of  banks  and  their  af¬ 
filiates,  because  they  imply  that  the  assets  of  the  entire 
organization  are  available  to  cover  claims  on  a  single 
affiliate. 

FIRREA  made  an  exception  to  the  doctrine  of  corporate 
separateness  for  commonly  controlled  depository  in¬ 
stitutions  to  control  the  possibility  that  the  multibank 
holding  company  structure  would  be  abused.  In  par¬ 
ticular,  FIRREA  targeted  commonly  controlled  banks 
selling  bad  loans  to  a  single  bank  affiliate,  which  would 
then  be  passed  on  to  the  FDIC  if  that  affiliate  failed.  The 
need  to  control  such  abuses  provides  a  rationale  for 
cross-guarantees  between  affiliate  banks,  but  not  for 
more  extensive  cross-guarantees. 

Regulatory  Responsibilities 

Applications  for  Deposit  Insurance 

Section  16  of  S.  543  would  require  newly  chartered 
national  banks  to  apply  to  the  FDIC  for  deposit  in¬ 
surance.  This  would  give  the  FDIC  implicit  chartering 
authority  for  national  banks,  since,  as  a  practical  matter, 
no  new  bank  could  operate  without  federal  deposit 
insurance. 

Because  Congress  can  exercise  only  limited  control 
over  the  criteria  used  to  grant  state  bank  charters,  it 
may  be  appropriate  that  federal  approval  be  required 
before  state  banks  and  thrifts  are  granted  federal 
deposit  insurance.  National  bank  charters,  however, 
are  granted  by  the  OCC  under  standards  developed 
by  the  Congress.  Currently,  we  are  required  to  assess 


the  institution's  financial  history,  the  character  of  its 
organizers,  the  adequacy  of  its  proposed  capital,  and 
future  earnings  prospects;  the  general  character  and 
fitness  of  proposed  management;  the  risk  that  it  will 
present  to  the  deposit  insurance  fund;  the  convenience 
and  needs  of  the  community  it  will  serve;  and  whether 
its  corporate  powers  are  consistent  with  the  purposes 
of  the  Federal  Deposit  Insurance  Act. 

Granting  the  FDIC  an  effective  veto  over  national  bank 
charters  will  not  enhance  its  ability  to  operate  the  in¬ 
surance  funds  soundly.  Congress  addressed  this  issue 
in  FIRREA,  and  wisely  elected  not  to  require  separate 
approval  by  the  FDIC.  Instead,  the  OCC  is  required  to 
solicit  the  FDIC’s  comments  on  all  national  bank  charter 
applications,  and  to  consider  risk  to  the  insurance  fund 
in  its  chartering  decisions.  The  FDIC  has  the  authority 
to  terminate  insurance  expeditiously  when  the  need 
arises.  Furthermore,  if  risk-adjusted  deposit  insurance 
pricing  is  implemented,  the  price  a  bank  is  charged  for 
insurance  will  reflect  the  risk  it  poses  to  the  insurer. 

Regulatory  Restructuring 

Regulatory  restructuring  should  eliminate  current 
redundancies  while  maintaining  the  critical  separation 
between  the  roles  of  the  deposit  insurer  and  the  primary 
supervisory  agency.  The  restructuring  plan  outlined  in 
S.  713  does  both. 

S.  713  proposes  that  a  single  agency  within  the 
Treasury  Department  be  responsible  for  supervising 
federally  chartered  banks  and  thrifts,  thereby  maintain¬ 
ing  the  crucial  role  of  the  executive  branch  in  the 
development  and  implementation  of  banking  policy. 
The  federal  supervision  of  state-chartered  banks  would 
be  consolidated  in  the  Federal  Reserve  System,  rather 
than  being  divided  between  the  Federal  Reserve  Sys¬ 
tem  and  the  FDIC  as  it  is  now.  The  supervision  of 
holding  companies  would  depend  upon  the  charter 
type  of  the  largest  depository  institution  owned. 

S.  713  also  retains  the  distinction  between  the  roles  of 
the  primary  supervisor  and  the  deposit  insurer  and 
clarifies  that  the  focus  of  the  FDIC’s  supervision  should 
be  directly  related  to  its  role  as  an  insurer.  Separation 
is  critical  to  the  long-term  health  of  the  banking  industry. 
It  helps  ensure  that  the  safety  of  the  insurance  fund  will 
be  balanced  against  the  need  to  allow  competition  and 
innovation  in  the  market  for  financial  services. 

It  is  particularly  important  to  clarify  that  the  focus  of  the 
FDIC’s  bank  supervision  should  be  directly  related  to 
its  role  as  insurer  Designating  the  insurer  as  a  "back¬ 
stop"  bank  regulator,  as  some  have  proposed,  with 
authority  to  take  a  myriad  of  supervisory  actions  would 
be  a  mistake.  The  FDIC  currently  has  all  the  authority  it 
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needs  to  examine  banks  and  to  take  measures  to 
protect  the  insurance  fund  In  addition  to  the  authority 
noted  above,  the  FDIC  can  —  and  does  —  accompany 
the  primary  supervisor  on  examinations;  it  has  access 
to  examination  records,  and,  when  determined  to  be 
necessary  by  the  FDIC  board,  can  conduct  a  special 
examination  of  an  insured  institution.  Granting  the  FDIC 
further  examination  authority  would  negate  a  principal 
objective  of  the  administration’s  proposal  —  stream¬ 
lining  the  regulatory  system.  It  would  result  in  duplica¬ 
tive  examination  forces  that  could  often  be  engaged  in 
redundant  efforts  and  might,  on  occasion,  make  con¬ 
tradictory  recommendations  to  bank  management. 
Such  a  use  of  supervisory  resources  would  be  ineffi¬ 
cient  and  an  unnecessary  burden  on  the  industry. 

Conclusion 

The  banking  industry  is  an  essential  part  of  any  in¬ 
dustrialized  economy,  and  its  health  directly  affects  the 


welfare  of  society's  members.  Many  are  greatly  con¬ 
cerned  about  the  future  condition  of  our  nation’s  banks. 
Your  proposal,  Mr.  Chairman,  outlines  crucial  steps  for 
reforming  the  deposit  insurance  system  and 
strengthening  bank  supervision.  The  administration 
proposal  goes  the  next  step  and  addresses  the  roots 
of  the  current  banking  problems. 

Hours  and  hours  of  testimony  addressing  the  problems 
of  the  banking  industry  have  been  delivered  to  this 
committee  over  the  past  several  years,  Mr.  Chairman. 
The  weaknesses  in  some  parts  of  the  industry  stand  as 
unfortunate  evidence  of  the  need  for  broad-based 
reform.  If  the  fundamental  problems  of  the  industry  are 
not  addressed,  shoring  up  the  deposit  insurance  fund 
will,  at  best,  be  a  temporary  fix.  If  we  fail  to  facilitate  the 
development  of  a  banking  system  that  can  offer  the 
products  and  services  necessary  to  meet  the  competi¬ 
tive  challenges  it  faces,  no  deposit  insurance  system 
can  provide  an  adequate  safety  net. 
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Introduction 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am 
here  this  morning  to  discuss  current  banking  legisla¬ 
tion,  including  H.R.  6,  the  Depository  Insurance  and 
Regulatory  Reform  Act  of  1991,  introduced  by  Chair¬ 
man  Henry  B.  Gonzales  (Democrat,  Texas);  H.R.  15,  the 
Depositor  Protection  Act  of  1991 ,  introduced  by  Repre¬ 
sentative  Chalmers  Wylie  (Republican,  Ohio);  and  H.R. 
1505,  the  Financial  Institutions  Safety  and  Consumer 
Choice  Act  of  1991,  the  administration's  proposal  for 
banking  reform. 

All  three  bills  are  motivated  by  the  problems  we  have 
seen  in  recent  years  in  the  banking  industry:  large 
losses  sustained  by  many  of  the  nation’s  banks,  in¬ 
creasing  numbers  of  bank  failures,  and  the  shrinking 
resources  of  the  Bank  Insurance  Fund.  Although  there 
is  wide  agreement  that  steps  must  be  taken  to  ensure 
the  safety  and  stability  of  the  U.S.  banking  system,  there 
is  some  disagreement  over  how  best  to  accomplish  that 
goal,  it  is  imperative  that  Congress  adopt  broad 
reforms  that  address  the  root  causes  of  the  problems 
now  facing  the  banking  industry. 

We  need  to  take  immediate  steps,  as  proposed  in  the 
administration  bill,  to  ensure  that  the  nation’s  banking 
system  can  continue  to  provide  critical  intermediation 
services.  This  will  require  measures  that  increase  the 
reserves  of  the  deposit  insurance  system,  strengthen 
the  ability  of  supervisors  to  take  decisive  action  when 
banks’  risk  management  practices  are  inadequate,  and 
restore  profitability  to  the  banking  system  by  allowing 
banking  companies  more  opportunities  to  compete 
effectively. 

In  recent  years,  supervisors  have  taken  a  number  of 
important  steps  to  encourage  and  reinforce  sound 
decision-making  by  bank  managers  and  to  ensure  that 
bank  shareholders  bear  the  risk  of  a  bank’s  operations. 
In  1988,  for  example,  the  OCC  began  to  investigate 
national  bank  exposure  to  highly  leveraged  transac¬ 
tions  (HLTs).  That  effort  culminated  in  the  federal  bank¬ 
ing  agencies  adopting  a  consistent  definition  of  HLTs, 
which  they  now  use  to  collect  detailed  information 
about  bank  lending  to  highly  leveraged  borrowers.  The 
OCC  also  issued  guidelines  to  banks  and  examiners 
on  the  risks  from  HLTs  and  conducted  special  examina¬ 
tions  in  multinational  and  regional  banks  participating 
in  HLTs.  We  also  issued  warnings  to  all  national  banks, 


beginning  in  1988,  about  developing  weaknesses  in 
certain  real  estate  markets  and  the  risks  of  failing  to 
manage  real  estate  lending  properly.  In  the  last  two 
years,  we  have  conducted  200  real  estate  examina¬ 
tions,  including  examinations  in  virtually  every  national 
bank  with  assets  over  $1  billion.  In  1989,  the  OCC 
introduced  a  new  definition  of  insolvency  that  excludes 
the  allowance  for  loan  and  lease  losses  from  the 
measure  of  capital  used  to  determine  when  to  close  a 
national  bank.  We  now  close  national  banks  when 
shareholder  equity  is  exhausted  but  while  there  are  still 
reserves  available  to  cover  anticipated  and  identifiable 
losses.  Effective  December  31,  1990,  U.S.  banks  were 
required  by  the  OCC  and  other  federal  bank  regulators 
to  meet  risk-based  capital  standards.  These  rules 
redefine  the  components  of  regulatory  capital  and 
place  more  emphasis  on  shareholders’  equity.  The 
rules  also  link  a  bank’s  minimum  capital  requirements 
to  the  riskiness  of  its  assets. 

H.R.  6,  H.R.  15,  and  the  administration  bill  each  contain 
measures  designed  to  strengthen  the  deposit  in¬ 
surance  system  and  the  supervisory  process.  They 
would  restrict  the  scope  of  deposit  insurance,  modify 
the  pricing  of  deposit  insurance  to  more  accurately 
reflect  the  risk  exposure  of  the  insurance  fund,  further 
improve  the  tools  that  supervisors  employ  to  limit  risk¬ 
taking  by  insured  depository  institutions,  and  con¬ 
solidate  existing  federal  supervisory  agencies.  There 
are  some  differences  in  the  specific  provisions  of  the 
three  bills  which  I  will  address  in  the  course  of  my 
statement,  but  in  most  areas  they  employ  the  same 
general  approach  to  these  reforms. 

H.R.  6  and  H.R.  15  are,  however,  largely  limited  to 
deposit  insurance  and  supervisory  reform,  while  the 
administration  bill  contains  additional  provisions  that 
would  amend  outmoded  banking  laws  to  allow  banks 
to  remain  strong  and  competitive  in  changing  financial 
markets.  These  reforms  would  enable  banks  to  con¬ 
tinue  to  serve  as  the  primary  financial  intermediaries  for 
the  majority  of  Americans,  who  do  not  possess  special¬ 
ized  knowledge  of  securities  markets,  a  large  amount 
of  assets,  or  the  ability  to  raise  funds  directly  in  credit 
markets. 

I  support  the  comprehensive  approach  taken  in  the 
administration  bill.  Deposit  insurance  reform  alone  can¬ 
not  be  expected  to  cure  the  fundamental  causes  of 
weaknesses  in  the  banking  industry  By  addressing 
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industry  competitiveness  as  well  as  risk,  the  administra¬ 
tion  bill  would  create  a  safer  banking  environment  and 
also  allow  banks  to  achieve  the  operating  results 
needed  to  attract  private  capital  and  satisfy  the  credit 
needs  of  their  markets. 

My  statement  will  begin  with  a  discussion  of  the  need 
for  comprehensive  banking  reform,  including  the 
relaxation  of  restrictions  on  geographic  restrictions, 
products,  and  bank  ownership  in  a  manner  that  does 
not  expand  the  federal  safety  net.  I  will  then  comment 
in  more  detail  on  some  of  the  specific  provisions  of  H  R. 
6,  H  R.  15,  and  H.R.  1505.  These  comments  will  reflect 
my  support  for  provisions  that  would  strengthen  incen¬ 
tives  for  banks  to  maintain  strong  capital  standards  and 
that  would  establish  stronger  means  to  enforce  those 
standards. 

The  Role  of  Banks  in  the  U.S.  Economy 

Banks  offer  depositors  liquidity,  convenience,  and 
safety;  and  they  provide  borrowers  with  credit  products 
and  services  tailored  to  fit  their  needs.  By  providing 
these  services,  banks  create  an  essential  link  between 
the  suppliers  and  the  users  of  money.  Banks  also  serve 
as  a  transmission  system  through  which  payments  are 
made.  Both  types  of  activities  increase  the  growth  and 
prosperity  of  our  economy,  creating  jobs,  increasing 
income  levels,  and  raising  our  standard  of  living. 

For  the  most  part,  the  fundamental  role  of  banks  has 
not  changed  over  time,  but  during  the  last  fifty  years, 
financial  and  technical  innovations  have  dramatically 
changed  the  manner  in  which  banks  function.  Unfor¬ 
tunately,  banking  laws  have  not  kept  up  with  these 
changes.  Current  law  imposes  a  fragmented  industry 
structure  that  impairs  the  ability  of  banks  to  compete 
profitably  with  other  financial  services  providers  in  a 
rapidly  changing  financial  services  marketplace.  This 
adds  to  the  risks  with  which  bank  supervision  and  the 
deposit  insurance  system  must  deal. 

Three  sets  of  constraints  have  been  particularly  sig¬ 
nificant:  geographic  constraints,  limitations  on  financial 
products  and  services  banks  may  offer,  and  restrictions 
on  bank  ownership  Each  of  these  is  addressed  by  the 
administration  bill. 

Geographic  Restrictions 

Geographic  restrictions  on  banking  and  branching  may 
once  have  served  a  useful  purpose  in  promoting  the 
development  of  local  economies,  when  commerce  in 
those  economies  relied  more  on  local  sources  of  funds. 
In  today's  integrated  credit  markets,  however,  local 
economies  are  no  longer  financially  isolated,  and 
geographic  restrictions  serve  only  to  reduce  competi¬ 


tion,  to  the  detriment  of  the  consumers  of  banking 
products  and  services. 

Geographic  restrictions  also  make  banks  more  vul¬ 
nerable  to  regional  shocks.  The  recent  collapse  of  real 
estate  prices  in  the  Northeast  bears  witness  to  the 
extent  to  which  locally  invested  banks  can  be 
weakened  by  a  regional  downturn.  Removing 
geographic  restrictions  would  enable  banks  to  diversify 
their  asset  portfolios  and  their  sources  of  income  more 
fully,  reducing  the  impact  of  a  shock  in  any  particular 
region,  and  providing  a  greater  margin  of  safety  to 
banks  and  the  deposit  insurer.  Consumers  would  also 
reap  the  additional  benefits  of  improved  banking  ser¬ 
vices  that  would  result  from  increased  competition 
among  banks. 

Banking  firms  have  overcome  geographic  restrictions 
to  some  extent  by  setting  up  multi-bank  holding  com¬ 
panies  that  take  advantage  of  existing  interstate  bank¬ 
ing  opportunities.  But  the  inability  to  consolidate  such 
operations  through  direct  interstate  branching  can  im¬ 
pose  operational  redundancies  that  may  add  to  the 
cost  of  interstate  banking.  These  include  the  cost  of 
obtaining  separate  charters  and  of  having  separate 
boards  of  directors  and  managers.  I  believe  that  a 
number  of  banking  firms  will  realize  significant  savings 
in  this  area  when  restrictions  on  interstate  branching 
are  lifted. 

The  administration  bill  —  and  H.R.  15  —  would  effec¬ 
tively  repeal  the  Douglas  amendment  to  the  Bank  Hold¬ 
ing  Company  Act,  thus  removing  restrictions  on 
interstate  acquisitions  of  banks  by  bank  holding  com¬ 
panies.  Both  bills  would  also  amend  the  McFadden  Act 
to  permit  national  banks  to  branch  interstate.  These 
measures  would  benefit  both  banks  and  consumers. 

I  am  aware  of  concerns  raised  by  some  bankers  that 
nationwide  banking  would  enable  large  money  center 
and  super-regional  banks  to  take  over  markets  now 
served  by  smaller  banks.  However,  most  states  current¬ 
ly  permit  some  interstate  banking,  and  when  large  and 
small  banks  compete  in  the  same  geographic  markets, 
good  management  —  not  size  —  is  the  primary  deter¬ 
minant  of  a  bank's  success.  Small  banks  have  operated 
successfully  for  years  in  states  that  permit  broad  within- 
state  geographic  expansion. 

Successful  banks  traditionally  have  been  those  that 
best  meet  the  needs  of  the  markets  they  serve.  Com¬ 
petitive  forces  have  led  many  large  banks  to  become 
adept  at  using  the  scale  of  their  operations  to  offer  a 
high  volume  of  services  at  low  cost,  but  such 
economies  of  scale  are  typically  realized  only  on 
products  that  do  not  require  a  high  degree  of  personal 
service  Small  banks,  on  the  other  hand,  have  sue- 


ceeded  at  providing  high-quality,  personalized  ser¬ 
vices  to  their  clients.  Local  customers  who  value  a 
"hometown”  touch  are  therefore  likely  to  seek  the  finan¬ 
cial  services  of  smaller  banks,  whether  or  not  a  large 
bank  has  a  branch  located  across  the  street.  As  a 
result,  community  banks  will  retain  their  important 
role  in  credit  markets,  and  creditworthy  local  bor¬ 
rowers  will  generally  be  able  to  obtain  the  financing 
they  need. 

Product  Restrictions 

Over  the  years,  the  lines  separating  different  segments 
of  the  financial  services  market  have  become  increas¬ 
ingly  blurred.  Commercial  banks  now  face  increased 
competition  for  household  savings  from  a  host  of  other 
providers.  The  nature  of  commercial  lending  has  also 
changed,  as  many  institutional  lenders  convert  an  in¬ 
creasing  number  of  loans  into  securities.  Yet  commer¬ 
cial  banks  are  restricted  from  participating  fully  in 
several  of  these  growing  markets. 

Financial  integration  would  benefit  consumers  by 
reducing  the  costs  of  a  wide  range  of  financial  services, 
as  firms  compete  for  business  by  lowering  prices  and 
making  their  services  more  conveniently  available. 
Financial  integration  would  also  give  banking  com¬ 
panies  additional  opportunities  to  diversify  their 
portfolios  and  income  sources.  Diversification  into  a 
broader  range  of  financial  products  and  services  would 
enable  a  banking  company  to  achieve  a  target  rate  of 
return  with  more  stable  earnings  and  less  risk  of  losses 
to  uninsured  depositors,  investors,  and  the  federal 
depositor  insurer. 

While  financial  integration  has  the  potential  to  improve 
the  operating  efficiency  of  banks,  and  of  capital 
markets  generally,  it  is  essential  to  identify  the  as¬ 
sociated  risks  and  to  provide  a  structure  of  supervision 
and  regulation  that  deals  appropriately  with  them.  Such 
a  structure  should  prevent  the  safety  net  provided  by 
federal  deposit  insurance  from  being  extended  to  non¬ 
banking  activities,  both  because  such  an  extension 
could  eventually  impose  large  costs  on  taxpayers,  and 
because  there  is  no  valid  public  policy  reason  to  extend 
the  safety  net  beyond  core  banking  functions. 

The  new  activities  that  would  be  authorized  under  the 
administration  bill  —  such  as  securities  dealing  and 
underwriting,  and  insurance  brokerage  and  underwrit¬ 
ing  —  involve  some  risks,  as  do  most  business  ven¬ 
tures,  but  they  are  not  intrinsically  high-risk  enterprises. 
Well-managed  firms  in  each  of  these  areas  have 
remained  in  business  for  many  years,  successfully 
managing  their  business  risks  and  delivering  profits  to 
their  investors.  There  is  no  reason  to  expect  that  these 
activities  will  suddenly  become  riskier  if  they  are  con¬ 


ducted  under  the  auspices  of  a  banking  firm  As  long 
as  the  safety  net  is  not  extended  to  those  activities 
there  is  no  reason  why  they  should  increase  the  poten¬ 
tial  exposure  of  the  deposit  insurance  fund  If,  on  the 
other  hand,  banks  were  permitted  to  fund  certain  ex¬ 
panded  activities  with  insured  deposits,  thereby  ex¬ 
tending  the  safety  net  to  these  activities,  substantial 
amounts  of  risk  could  be  shifted  to  the  federal  deposit 
insurer,  and,  potentially,  to  taxpayers.  Insured 
depositories  can  be  insulated  from  such  risks  by  requir¬ 
ing  that  certain  types  of  newly  permitted  business 
activities  be  conducted  in  separately  incorporated  af¬ 
filiates  funded  with  uninsured  liabilities  and  externally 
generated  capital. 

Corporate  separateness,  as  proposed  in  the  ad¬ 
ministration  bill,  would  avoid  extending  the  safety  net 
to  activities  for  which  it  was  not  intended.  The  purpose 
of  the  safety  net  is  closely  linked  to  the  special  role  that 
certain  core  banking  functions  (deposit-taking,  operat¬ 
ing  the  payments  system,  and  maintaining  reserves 
that  are  used  to  manage  the  money  supply)  play  in  the 
economy.  I  therefore  support  the  provisions  of  the  ad¬ 
ministration  bill  that  would  authorize  insured  banks,  with 
sufficient  capital,  to  affiliate  with  firms  that  offer  full-ser¬ 
vice  securities,  insurance,  and  mutual  fund  activities 
within  a  financial  services  holding  company.  These 
provisions  would  enable  banking  companies  to  com¬ 
pete  successfully  in  financial  services  markets,  while 
avoiding  undue  extensions  of  the  federal  safety  net. 

Restrictions  on  Bank  Ownership 

I  am  concerned  that  the  laws  that  unnecessarily  restrict 
banking  activities  have  reduced  bank  profitability;  this, 
in  turn,  has  diverted  capital  from  the  banking  industry. 
Allowing  banks  to  compete  effectively  against  other 
financial  services  providers  and  to  better  diversify  their 
risks  through  interstate  banking  should  contribute  to 
restoring  profitability  in  the  banking  industry  to  normal 
levels.  As  long  as  current  restrictions  on  bank  owner¬ 
ship  remain  in  force,  however,  potential  sources  of  new 
capital  will  still  be  blocked  from  entering  the  banking 
industry.  The  Bank  Holding  Company  Act  effectively 
prohibits  significant  ownership  of  banks  by  commercial 
firms.  This  excludes  the  vast  majority  of  our  economy's 
capital  from  the  banking  industry.  These  restrictions 
impair  safety  and  soundness  and  can  have  a  detrimen¬ 
tal  effect  on  credit  availability. 

The  administration  bill  would  allow  commercial  firms 
and  non-depository  financial  services  firms  to  control 
well-capitalized  banks,  and  would  therefore  provide  an 
additional  means  for  increasing  the  amount  of  capital 
and  managerial  talent  available  to  the  banking  industry 
This  would  be  consistent  with  how  savings  associations 
may  now  be  owned 
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I  understand  the  concerns  expressed  by  many  people, 
who  fear  that  commercial  ownership  of  banks  would 
lead  to  excessive  concentrations  of  economic  power  or 
give  rise  to  abuses  in  lending  practices.  The  ad¬ 
ministration  bill  provides  adequate  safeguards  to 
prevent  these  problems.  Transactions  between  the  af¬ 
filiates  of  a  financial  services  holding  company  and  its 
insured  subsidiary  bank  would  be  limited.  Moreover,  an 
insured  bank  would  be  permitted  to  make  no  exten¬ 
sions  of  credit  to  a  commercial  owner. 

Prompt  Supervisory  Action 

I  will  now  comment  on  some  specific  issues  of  H  R.  6, 
H  R.  15,  and  the  administration  bill,  as  you  requested 
in  your  letter  of  invitation.  These  provisions  primarily 
involve  supervisory  and  deposit  insurance  reforms. 

Both  the  administration  bill  and  H  R.  6  propose  a  sys¬ 
tem  under  which  supervisors  would  take  prompt  cor¬ 
rective  action  when  the  condition  of  a  bank  declined. 
These  proposals  are  generally  consistent  with  the 
OCC's  current  supervisory  policies,  which  are 
designed  to  identify  weaknesses  at  an  early  stage  and 
to  get  banks  to  take  corrective  action  before  weak¬ 
nesses  produce  major  consequences. 

Every  bank  failure  is  preceded  by  a  decline  in  the 
bank’s  capital  level.  Of  course,  not  every  bank  whose 
capital  declines  subsequently  fails;  in  most  cases  the 
capital  deficiency  is  corrected  and  failure  is  averted. 
But  capital  is  a  key  indicator  of  a  bank’s  condition. 

A  system  of  prompt  corrective  actions  based  on  capital 
levels  would  trigger  steps  by  supervisors  to  return  a 
bank  to  health  —  when  there  is  still  time  for  the  bank  to 
recover.  Nonetheless,  supervisory  efforts  should  not  be 
linked  solely  to  measures  of  bank  capital.  Declines  in 
capital  result  from  a  variety  of  problems  such  as  poor 
credit  policies,  management  deficiencies,  or  inade¬ 
quate  internal  review  standards. 

The  administration  bill  and  H  R.  6  would  accommodate 
both  capital-based  prompt  corrective  action  and  efforts 
by  supervisors  to  correct  problems  before  they  show 
up  in  a  bank's  capital  level.  Both  bills  would  require 
supervisors  to  impose  mandatory  sanctions  on  banks 
that  are  not  in  compliance  with  capital  standards.  Sanc¬ 
tions  could  include  requiring  banks  to  submit  and  im¬ 
plement  capital  restoration  plans,  prohibiting  the 
payment  of  dividends,  and  restricting  net  asset  growth, 
depending  upon  the  degree  of  deterioration  in  the 
bank’s  condition. 

The  administration  bill  would  authorize  the  supervisor 
to  impose  additional  discretionary  sanctions,  such  as 
restricting  the  activities  of  the  bank  or  its  affiliates  or 


removing  management.  Sanctions  would  become 
progressively  more  stringent,  and  there  would  be  less 
room  for  discretion,  as  the  bank’s  capital  condition 
worsened.  H  R.  6  would  achieve  a  similar  purpose  with 
additional  sanctions  that  could  be  imposed  at  the  dis¬ 
cretion  of  the  supervisor  when  an  undercapitalized 
bank  failed  to  submit  or  implement  a  capital  restoration 
plan.  Both  bills  would  subject  banks  that  fell  below  a 
“critical"  capital  level  to  mandatory  conservatorship  or 
receivership  (or,  under  the  administration  bill,  sale  or 
merger  of  the  bank). 

Actions  such  as  these,  triggered  by  a  change  in  a 
bank's  condition,  would  expand  the  tools  available  for 
supervisory  intervention  and  assist  in  restoring  a  bank’s 
capital  to  safe  levels,  but  their  purpose  is  as  much 
preventive  as  corrective.  If  banks  know  that  falling 
below  minimum  capital  standards  will  result  in  immedi¬ 
ate  sanctions,  they  will  take  much  greater  pains  to  avoid 
capital  inadequacy.  If  the  incentives  work,  the  sanc¬ 
tions  will  rarely  need  to  be  invoked. 

An  important  feature  of  the  administration  bill  is  that  it 
permits  supervisors  to  downgrade  a  bank  for  safety 
and  soundness  reasons,  independent  of  the  bank’s 
capital  level.  This  would  facilitate  supervisors’  early 
institution  of  corrective  actions  on  the  basis  of  a  bank’s 
overall  condition.  The  administration  bill  strikes  a  sen¬ 
sible  balance  between  supervisory  discretion  and  cer¬ 
tainty  of  action. 

Market  Value  Accounting 

H.R.  6  would  require  depository  institutions  to  use 
market  value  accounting  of  all  assets  and  liabilities  in 
their  financial  statements  and  reports,  except  those 
particular  assets  and  liabilities  for  which  the  super¬ 
visory  authority  determines  market  value  accounting  to 
be  inappropriate.  This  goes  well  beyond  the  ad¬ 
ministration  proposal,  which  directs  the  federal  banking 
agencies  and  the  Securities  and  Exchange  Commis¬ 
sion  jointly  to  develop  methods  for  market  value  ac¬ 
counting  of  assets  and  liabilities  that  could  be  included 
as  supplementary  disclosures  in  financial  statements 
and  reports. 

The  notion  behind  market  value  accounting  is  that  if 
bank  assets  and  liabilities  could  be  marked  to  market 
accurately,  regulators  would  be  able  to  identify  problem 
institutions  more  reliably  and  to  close  insolvent  institu¬ 
tions  in  a  more  timely  manner.  There  are,  however, 
significant  problems  to  be  overcome  in  implementing 
market  value  accounting  principles  at  depository  in¬ 
stitutions. 

It  is  difficult  to  obtain  reliable  values  for  bank  assets  and 
liabilities  that  trade  only  in  illiquid  markets,  if  they  trade 


at  all.  There  can  be  significant  differences  between  the 
value  of  an  asset  to  its  holder  and  its  liquidation  value, 
and  liquidation  values  can  differ  significantly  depend¬ 
ing  upon  the  time  period  assumed  for  liquidation.  Other 
factors  that  influence  a  bank’s  market  value,  such  as 
the  value  of  customer  relationships  and  the  quality  of 
management,  are  virtually  impossible  to  quantify.  With 
such  a  limited  basis  for  evaluating  market  values  of 
bank  assets,  liabilities,  and  net  worth,  examiners  would 
have  difficulty  verifying  information  reported  by  banks. 
Inconsistently  reported  information  could  make  it  dif¬ 
ficult  to  make  meaningful  comparisons  among  banks. 
Finally,  market  value  accounting  might  also  involve 
considerable  costs  and  reporting  burdens. 

Proposals  to  avoid  these  difficulties  by  using  market 
value  accounting  for  only  part  of  the  balance  sheet 
would  create  distortions  of  their  own.  Consider,  for 
example,  a  depository  institution  that  hedged  the  inter¬ 
est  rate  risk  in  its  loan  portfolio,  which  it  carried  at  book 
value,  with  marketable  securities  that  it  was  required  to 
carry  at  market  value.  A  shift  in  interest  rates  would  give 
the  appearance  of  a  change  in  the  combined  value  of 
the  institution’s  loans  and  securities,  when  no  such 
change  had  actually  occurred.  This  would  both  incor¬ 
rectly  value  the  institution’s  balance  sheet  and  bias  its 
choice  between  different  types  of  assets.  Similar  distor¬ 
tions  could  be  introduced  if  institutions  were  required 
to  carry  assets  at  market  value  but  allowed  to  carry 
liabilities  at  book  value. 

Valuation  problems  could  result  in  reported  earnings 
and  net  worth  conveying  misleading  information  about 
the  bank  to  investors  and  depositors.  For  example, 
transitory  changes  in  economic  conditions  would 
cause  fluctuations  in  the  estimated  market  values  of 
assets.  However,  if  the  bank  had  the  ability  and  intent 
to  hold  the  assets  to  maturity,  those  fluctuations  would, 
in  many  cases,  average  out  over  the  lifetime  of  the  loan. 
Under  such  conditions,  market  value  accounting  would 
not  provide  relevant  information  about  the  long-term 
health  of  the  institution. 

For  these  reasons,  caution  should  be  used  when  con¬ 
sidering  the  adoption  of  a  sweeping  system  of  market 
value  accounting.  Developing  a  method  to  include 
supplementary  disclosures  of  market  values,  as 
proposed  in  the  administration  bill,  is  a  reasonable 
compromise  that  will  serve  the  interests  of  both  bank 
regulators  and  credit  market  participants. 

Examination  Frequency 

The  administration  bill  would  require  annual  examina¬ 
tions  for  all  banks  (and  branches  of  foreign  banks), 
except  those  with  assets  below  $1  billion  that  are  in 
compliance  with  capital  standards,  for  which  examina¬ 


tions  could  be  at  18  month  intervals  H  R  6  and  H  R  15 
contain  similar  provisions. 

These  proposals  are  consistent  with  the  OCC's  ex¬ 
amination  policies,  which  include  frequent  on-site  ex¬ 
aminations  as  an  essential  component  of  supervision 
Every  year  the  OCC  conducts  a  risk  assessment  and 
develops  an  examination  and  supervisory  strategy  for 
each  national  bank.  The  OCC  provides  annual  ex¬ 
amination  reports  to  each  national  bank  and  holds 
annual  meetings  with  its  board  of  directors. 

Each  national  bank  is  assigned  to  an  examiner  who  is 
responsible  for  the  overall  supervision  of  that  institution. 
The  OCC’s  examination  efforts  at  a  bank  can  range  from 
broad-based  on-site  reviews,  to  examination  of  iden¬ 
tified  areas  of  weakness,  to  reviews  of  reports  and 
special  data  that  banks  are  requested  to  provide.  I 
would  stress  that  the  work  that  examiners  do  in  their 
offices  complements,  but  does  not  substitute  for,  work 
they  do  at  the  bank.  In  1991 ,  the  OCC  plans  to  conduct 
thorough  asset  quality  reviews  in  every  national  bank 
with  over  $1  billion  in  assets  and  every  smaller  bank 
with  identified  problems. 

The  OCC  also  has  specialized  procedures  for  assess¬ 
ing  compliance.  Our  compliance  program,  instituted  in 
1987,  is  designed  to  improve  the  focus  of  examination 
resources  and,  through  the  deterrent  value  of  random 
selection,  to  heighten  the  industry’s  own  efforts. 
National  banks  with  over  $1  billion  in  assets,  which 
numbered  209  at  the  end  of  last  year,  are  examined  for 
compliance  every  two  years.  Subsidiaries  and  affiliates 
of  the  parent  holding  companies  of  these  banks  are 
examined  as  appropriate.  The  remaining  (approximate¬ 
ly  3,500)  national  banks  are  examined  when  they  are 
randomly  selected  as  part  of  an  annual  sampling 
process.  The  random  sample  results  in  approximately 
16  percent  of  the  pool  being  selected  for  compliance 
examinations  each  year.  Over  a  two-year  cycle,  ex¬ 
aminations  conducted  under  the  compliance  program 
cover  banks  that  hold  approximately  80  percent  of  the 
assets  of  the  national  banking  system. 

Deposit  Insurance  Reform 

H  R.  6,  H  R.  15,  and  the  administration  bill  employ 
similar  approaches  to  deposit  insurance  reform  All 
three  bills  retain  the  current  $100,000  statutory  limit  on 
insurance  coverage  while  reducing  the  degree  to  which 
insurance  can  be  extended  beyond  the  statutory  limit 
There  are,  however,  significant  differences  in  the  details 
of  their  proposals. 

H.R.  6  would  limit  deposit  insurance  for  individuals  to 
$100,000  systemwide,  plus  an  additional  $100,000  in 
a  retirement  account.  The  FDIC  would  be  required  to 
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devise  a  method  for  implementing  this  limitation  within 
six  months  of  enactment  of  the  bill.  In  contrast,  both  the 
administration  bill  and  H  R.  15  would  limit  individual 
coverage  to  $100,000  per  institution,  with  an  additional 
$100,000  in  coverage  for  retirement  accounts.  The 
administration  bill  directs  the  FDIC  to  study  the 
feasibility  of  setting  systemwide  limits  on  deposit  in¬ 
surance  coverage,  but  does  not  set  any  timetable  for 
their  adoption. 

The  ability  of  depositors  to  obtain  insurance  coverage 
on  accounts  in  different  banks  permits  such  depositors 
to  obtain  large  aggregate  amounts  of  coverage.  Sys¬ 
temwide  limits  are  the  obvious  way  to  restrict  this  pos¬ 
sibility,  but  implementing  them  could  be  very  difficult. 
Limiting  the  amount  of  money  placed  in  insured  ac¬ 
counts  by  cross-checking  a  list  of  more  than  1 00  million 
individual  depositors  against  lists  of  all  accounts  from 
each  of  the  nearly  30,000  insured  depository  institu¬ 
tions  in  the  country  would  require  extraordinary  infor¬ 
mation  collection  and  computational  resources,  if  it 
were  feasible  at  all.  Those  resource  costs  might  be 
reduced  by  relying  on  selective  auditing  of  insured 
accounts,  but  enforcement  costs  could  still  be  quite 
high. 

Brokered  Deposits 

Under  current  law,  the  FDIC  can  prohibit  troubled  in¬ 
stitutions  from  accepting  brokered  deposits.  H  R.  15 
would  give  the  FDIC  authority  to  prohibit  the  use  of 
brokered  deposits  at  any  insured  depository  institution. 
Restrictions  such  as  these  may  not  be  needed  to  curb 
abuses,  and  may  have  unintended  adverse  effects. 

My  view  is  that  brokered  deposits,  in  and  of  themselves, 
are  not  a  problem.  Problems  arise  when  institutions  do 
not  back  deposits  with  adequate  capital,  or  use 
brokered  deposits  to  fund  activities  for  which  they  have 
inadequate  risk  controls.  When  used  properly, 
brokered  deposits  provide  a  useful  mechanism  for 
moving  excess  deposits  to  where  they  are  needed, 
thereby  increasing  the  efficiency  of  the  banking  system 
as  a  whole  and  benefiting  both  savers  and  borrowers. 
Brokered  deposits  are  also  a  source  of  funds  for  institu¬ 
tions  such  as  credit  card  banks,  which,  by  the  nature 
of  their  operations,  lend  over  a  wide  geographical  area 
and  have  no  local  deposit  base. 

Restricting  the  acceptance  of  brokered  deposits  would 
curb  potential  abuses,  but  it  would  also  curb  these 
legitimate  uses  of  brokered  deposits.  Banks  that 
depended  heavily  upon  this  type  of  funding  could  be 
forced  either  to  bid  up  deposit  rates  in  their  own  local 
markets  in  order  to  attract  new  funds,  or  to  shed  assets. 
In  either  case  fhe  result  would  be  to  reduce  credit 
a  liability 


A  preferable  approach  would  be  to  eliminate  the 
deposit  insurance  coverage  of  brokered  deposits,  as 
proposed  in  the  administration  bill.  This  would  avoid 
inappropriate  extensions  of  the  federal  safety  net  and 
lessen  the  exposure  of  the  deposit  insurer  to  potential 
abuses  of  brokered  deposits,  while  allowing  credit  mar¬ 
ket  participants  to  allocate  and  price  deposits  efficiently. 

Risk-Based  Deposit  Insurance  Premiums 

Both  H.R.  6  and  the  administration  bill  would  require  the 
FDIC  to  charge  deposit  insurance  premiums  that  vary 
according  to  the  risk  that  each  institution  poses  to  the 
insurance  fund.  I  prefer  the  approach  of  the  administra¬ 
tion  bill  because  it  would  base  premiums  primarily  on 
an  institution’s  risk-based  capital  level,  a  measure  that 
has  been  carefully  constructed  to  capture  the  intrinsic 
risk  that  a  bank’s  portfolio  and  activities  pose  to  the 
insurance  fund.  It  is  important  to  avoid  a  confusing 
multiplicity  of  capital  requirements;  therefore  the  capital 
standard  used  by  the  FDIC  to  set  insurance  premiums 
should  be  the  same  one  used  by  the  primary  supervisor 
to  assess  the  overall  risk  of  an  institution.  This  will 
promote  consistent  and  prudent  risk  management 
practices  by  bank  managers  and  contribute  to  the 
long-run  integrity  and  stability  of  the  deposit  insurance 
fund. 

Failure  Resolution 

H.R.  6  and  the  administration  bill  both  contain 
provisions  that  would  restrict  the  ability  of  the  FDIC  to 
use  failure  resolution  methods  that  extend  the  federal 
safety  net  beyond  deposits  explicitly  covered  by 
deposit  insurance.  The  administration  bill  would  permit 
the  FDIC  to  cover  uninsured  deposits  only  if  doing  so 
is  part  of  the  least  costly  failure  resolution  method 
available,  or  if  the  Federal  Reserve  Board  and  the 
Treasury  Department,  in  consultation  with  the  FDIC  and 
OMB,  jointly  determine  that  risks  to  the  banking  system 
warrant  protection  of  uninsured  bank  creditors.  H.R.  6 
initially  sets  a  less  stringent  cost  test  that  would  require 
the  FDIC  to  employ  a  resolution  method  that  is  no  more 
costly  than  liquidating  the  institution,  paying  off  its 
insured  depositors,  and  disposing  of  its  assets.  Begin¬ 
ning  in  1995,  however,  H.R.  6  would  prohibit  any 
coverage  of  uninsured  depositors  or  creditors. 

Prohibiting  coverage  of  uninsured  deposits  would 
eliminate  perceived  inequities  in  the  current  treatment 
of  large  and  small  institutions,  but  it  would  also  prevent 
bank  regulators  and  other  policy  makers  from  acting  in 
those  rare  instances  when  going  beyond  the  statutory 
limits  on  insurance  coverage  is  necessary  to  prevent  a 
bank  failure  from  harming  the  entire  banking  system. 
For  example,  despite  widespread  opposition  to  the 
"too-big-to-fail"  policy  on  grounds  of  fairness,  the 


30 


recent  decision  to  cover  all  deposits  at  the  Bank  of  New 
England  (BNE)  met  with  wide  approval.  Almost 
everyone  recognized  that  exposing  uninsured  BNE 
depositors  to  loss  at  that  time  could  have  exacerbated 
an  already  volatile  situation:  a  run  on  banks  in  which 
insured  deposits  were  being  withdrawn  out  of  fear  of 
inadequate  protection.  A  continuation  of  those 
withdrawals  could  have  resulted  in  a  number  of  addi¬ 
tional  bank  failures,  with  disastrous  consequences  for 
the  struggling  New  England  economy.  Thus,  the 
decision  to  cover  all  deposits  at  BNE  benefitted  not  only 
BNE  depositors,  but  also  customers  of  other  New 
England  banks  that  might  have  been  adversely  af¬ 
fected  by  the  liquidation  of  BNE. 

The  government  must  retain  the  authority  to  protect  the 
financial  system  against  systemic  instabilities,  but  that 
authority  should  be  used  sparingly,  and  great  care 
should  be  taken  to  ensure  that  the  banking  industry  is 
responsible  for  absorbing  the  cost.  The  administration 
bill  accomplishes  this  by  requiring  the  FDIC,  in  all 
cases,  to  use  the  least  costly  resolution  method,  while 
giving  the  Federal  Reserve  Board  and  the  Treasury 
Department  joint  authority  to  order  the  FDIC  to  provide 
broader  coverage  if  this  is  necessary  to  protect  the 
financial  system  as  a  whole.  I  consider  this  to  be  a 
sensible  approach. 

Limits  on  Open  Bank  Assistance 

H.R.  15  takes  a  different  approach  to  reducing  failure 
resolution  costs:  it  would  require  the  FDIC  to  remove 
the  board  of  directors  and  to  repudiate  shareholder 
claims  before  providing  open  bank  assistance  to  a 
troubled  institution. 

The  FDIC  currently  has  the  authority,  under  section 
13(c)  of  the  Federal  Deposit  Insurance  Act,  to  provide 
assistance  to  depository  institutions  without  closing 
them.  When  it  does  provide  such  assistance,  the  FDIC 
typically  imposes  restrictions  that  effectively  repudiate 
claims  by  shareholders  and  subordinated  debt¬ 
holders,  and  the  FDIC  often  requires  changes  in  the 
institution's  management  and  board  of  directors. 

I  would  agree  that  government  assistance  to  a  failing 
bank,  by  whatever  means,  should  generally  be  accom¬ 
panied  by  a  change  in  management,  but  I  would  add 
two  caveats.  First,  if  the  institution’s  managers  are 
cooperating  fully  with  supervisory  authorities  (perhaps 
because  supervisors  have  recently  required  a  change 
in  management),  and  if  they  have  taken  every  step  that 
a  new  management  (or  a  conservator  or  receiver)  could 
take  to  minimize  costs  and  prevent  further  losses,  it  may 
be  in  the  government’s  best  interest  to  leave  the  institu¬ 
tion  in  their  hands.  And  second,  the  removal  of  manage¬ 
ment  should  normally  be  undertaken  by  the  institution’s 


supervisory  agency  rather  than  by  the  deposit  insurer 
in  order  to  avoid  blurring  the  important  distinction  be¬ 
tween  supervision  and  the  administration  of  deposit 
insurance  —  a  topic  I  will  return  to  in  a  moment 

Cross-Guarantees  among  Affiliates 

Section  206(e)  of  the  Financial  Institutions  Reform, 
Recovery,  and  Enforcement  Act  of  1989  (FIRREA) 
made  insured  depository  institutions  liable  to  the  FDIC 
for  any  cost  borne  by  the  FDIC  in  resolving  or  prevent¬ 
ing  the  failure  of  a  commonly  controlled  insured 
depository  institution.  H  R.  6  would  extend  these  cross¬ 
guarantees  to  affiliates  that  are  not  depository  institu¬ 
tions.  Such  a  policy  could  discourage  financial 
integration,  and  is  not  necessary  to  ensure  bank  safety 
and  soundness.  For  that  reason,  the  administration  bill 
does  not  extend  the  cross-guarantees  of  FIRREA  to 
nonbank  affiliates:  instead,  it  would  require  the  holding 
company  to  maintain  adequate  capital  within  the  bank. 

The  legal  doctrine  that  insulates  a  firm  from  claims 
made  against  separately  incorporated  affiliates  plays  a 
useful  role  in  facilitating  the  efficient  use  of  investment 
capital.  Investors  might  be  reluctant  to  invest  in  a  firm 
if  they  knew  they  could  lose  their  investment  as  a  result 
of  the  unrelated  actions  of  another  firm.  Cross-guaran¬ 
tees  are  also  inconsistent  with  the  concept  of  firewalls, 
a  cornerstone  of  proposals  to  safely  expand  the  com¬ 
petitive  opportunities  of  banks  and  their  affiliates,  be¬ 
cause  they  imply  that  the  assets  of  the  entire 
organization  are  available  to  cover  claims  on  a  single 
affiliate. 

FIRREA  made  an  exception  to  the  doctrine  of  corporate 
separateness  for  commonly  controlled  depository  in¬ 
stitutions  to  control  the  possibility  that  the  multibank 
holding  company  structure  would  be  abused.  In  par¬ 
ticular,  FIRREA  targeted  commonly  controlled  banks 
selling  bad  loans  to  a  single  bank  affiliate,  which  would 
then  be  passed  on  to  the  FDIC  if  that  affiliate  failed.  The 
need  to  control  such  abuses  provides  a  rationale  for 
cross-guarantees  between  affiliate  banks,  but  not  for 
more  extensive  cross-guarantees. 

Regulatory  Restructuring 

Regulatory  restructuring  should  eliminate  current 
redundancies  while  maintaining  the  critical  separation 
between  the  roles  of  the  deposit  insurer  and  the  primary 
supervisory  agency.  The  restructuring  plan  outlined  in 
the  administration  bill  does  both 

The  administration  bill,  like  H  R.  15.  proposes  that  a 
single  agency  within  the  Treasury  Department  be 
responsible  for  supervising  federally  chartered  bank 
and  thrift  institutions,  thereby  maintaining  the  crucial 
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role  of  the  executive  branch  in  the  development  and 
implementation  of  banking  policy.  The  federal  super¬ 
vision  of  state-chartered  banks  would  be  consolidated 
in  the  Federal  Reserve  System,  rather  than  being 
divided  between  the  Federal  Reserve  System  and  the 
FDIC,  as  it  is  now.  The  supervision  of  holding  com¬ 
panies  would  depend  upon  the  charter  type  of  the 
largest  depository  institution. 

The  administration  bill  also  retains  the  distinction  be¬ 
tween  the  roles  of  the  primary  supervisor  and  the 
deposit  insurer  and  clarifies  that  the  focus  of  the  FDIC’s 
supervision  should  be  directly  related  to  its  role  as  an 
insurer.  Several  provisions  in  H.R.  6  tend  to  blur  that 
distinction,  which  plays  a  crucial  role  in  maintaining  the 
long-term  health  of  the  banking  industry  and  ensuring 
that  the  safety  of  the  insurance  fund  will  be  balanced 
against  the  need  to  allow  competition  and  innovation  in 
the  market  for  financial  services. 

Applications  for  Deposit  Insurance 

H  R.  6  would  require  newly-chartered  depository  insti¬ 
tutions  to  apply  to  the  FDIC  for  deposit  insurance.  This 
would  give  the  FDIC  implicit  chartering  authority,  since, 
as  a  practical  matter,  no  full-service  depository  insti¬ 
tution  could  operate  without  federal  deposit  insurance. 

Because  Congress  can  exercise  only  limited  control 
over  the  criteria  used  to  grant  state  bank  charters,  it 
may  be  appropriate  that  federal  approval  be  required 
before  state  banks  and  thrifts  are  granted  federal 
deposit  insurance.  National  bank  charters,  however, 
are  granted  by  the  OCC  under  standards  developed 
by  the  Congress.  Currently,  we  are  required  to  assess 
the  institution’s  financial  history,  the  character  of  its 
organizers,  the  adequacy  of  its  proposed  capital,  and 
future  earnings  prospects;  the  general  character  and 
fitness  of  proposed  management;  the  risk  that  it  will 
present  to  the  deposit  insurance  fund;  the  convenience 
and  needs  of  the  community  it  will  serve;  and  whether 
its  corporate  powers  are  consistent  with  the  purposes 
of  the  Federal  Deposit  Insurance  Act. 

Granting  the  FDIC  an  effective  veto  over  national 
bank  charters  will  not  enhance  its  ability  to  operate 
the  insurance  funds  soundly.  Congress  addressed 
this  issue  in  FIRREA,  and  wisely  elected  not  to  require 
separate  approval  by  the  FDIC.  Instead,  the  OCC  is 
required  to  solicit  the  FDIC's  comments  on  all  national 
bank  charter  applications,  and  to  consider  risk  to  the 
insurance  fund  in  its  chartering  decisions.  The  FDIC 
has  the  authority  to  terminate  insurance  expeditious¬ 
ly  when  fhe  need  arises  Furthermore,  if  risk-adjusted 
deposit  insurance  pricing  is  implemented,  the  price 
a  bank  is  charged  for  insurance  will  reflect  the  risk  it 
poses  to  the  insurer 


Other  Supervisory  Authority 

H  R.  6  would  authorize  the  FDIC  to  restrict  any  activity 
of  an  insured  depository  institution  that  poses  a  sig¬ 
nificant  risk  to  the  insurance  fund.  H.R,  6  would  also 
require  the  FDIC  to  report  annually  to  the  Congress  on 
the  appropriateness  of  risk-based  capital  standards, 
and  the  types  and  amounts  of  investments  that  may  be 
made  with  insured  deposits. 

These  are  powers  that  are  the  responsibility  of  the 
institution’s  primary  chartering  and  supervisory 
authority.  By  giving  them  to  the  FDIC  instead,  H.R.  6 
would  give  two  agencies  duplicative  supervisory 
powers  over  the  same  institutions,  creating  the  kind  of 
regulatory  overlap  that  regulatory  restructuring  was 
intended  to  eliminate. 

It  is  particularly  important  that  the  focus  of  the  FDIC’s 
bank  supervision  should  be  directly  related  to  its  role 
as  insurer.  Designating  the  insurer  as  a  ‘‘backstop’’ 
bank  regulator,  as  some  have  proposed,  with 
authority  to  take  a  myriad  of  supervisory  actions 
would  be  a  mistake.  The  FDIC  currently  has  all  the 
authority  it  needs  to  examine  banks  and  to  take 
measures  to  protect  the  insurance  fund.  In  addition 
to  the  authority  noted  above,  the  FDIC  can  —  and 
does  —  accompany  the  primary  supervisor  on  ex¬ 
aminations;  it  has  access  to  examination  records, 
and,  when  determined  to  be  necessary  by  the  FDIC 
Board,  can  conduct  a  special  examination  of  an 
insured  institution.  Granting  the  FDIC  further  ex¬ 
amination  authority  would  negate  a  principal  objec¬ 
tive  of  the  administration's  proposal  —  streamlining 
the  regulatory  system.  It  would  result  in  duplicative 
examination  forces  that  could  often  be  engaged  in 
redundant  efforts  and  might,  on  occasion,  make 
contradictory  recommendations  to  bank  manage¬ 
ment.  Such  a  use  of  supervisory  resources  would 
be  inefficient  and  an  unnecessary  burden  on  the 
industry. 

Other  Provisions  of  H.R.  15 

H.R.  15  contains  a  number  of  provisions  that  do  not 
have  any  parallel  in  H.R.  6  or  the  administration  bill.  I 
would  like  to  comment  on  two  of  these  provisions. 

Interest  on  Reserves  Held  at  Federal 
Reserve  Banks 

H  R.  15  would  require  the  Federal  Reserve  Board  to 
impute  interest  on  bank  reserves  held  at  Federal  Re¬ 
serve  Banks,  and  to  transfer  the  imputed  interest  to  the 
Bank  Insurance  Fund.  Similar  arrangements  would  be 
required  for  the  reserves  of  thrift  institutions  and  credit 
unions. 
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This  provision  of  H  R.  15  actually  combines  two  issues. 
The  first  is  whether  the  Federal  Reserve  System  should 
pay  banks  interest  on  the  reserves  that  they  deposit  in 
Federal  Reserve  Banks.  The  second  issue  is  whether 
the  FDIC's  assessment  on  each  insured  depository 
institution  should  be  increased  by  an  amount  equal  to 
the  imputed  interest  on  reserves. 

My  view  is  that  these  are  distinct  policy  issues  that 
should  be  decided  independently.  It  would  be  a  mis¬ 
take  to  restrict  government  policy  by  linking  them 
together.  Deposit  insurance  assessments  should  be 
determined  according  to  the  condition  of  the  insured 
depository  institutions  and  the  needs  of  the  insurance 
funds.  A  policy  of  requiring  imputed  interest  on  bank 
reserves  to  be  turned  over  to  the  FDIC  would  be  unlikely 
to  generate  the  right  assessment  levels.  For  example, 
a  bank  should  not  be  assessed  higher  insurance 
premiums  simply  because  it  has  more  reserves  on 
deposit  with  the  Federal  Reserve  —  yet  that  is  effective¬ 
ly  what  this  provision  of  H.R.  15  would  do. 

Bank  Insurance  Fund  Reserves 

H.R.  15  would  require  Bank  Insurance  Fund  members 
to  hold  reserves  within  the  bank,  in  the  form  of 
marketable  securities,  equal  to  one  percent  of  as¬ 
sessed  deposits,  which  the  FDIC  could  collect  if  the 
Bank  Insurance  Fund  balance  dropped  too  low.  This 
proposal,  like  the  proposal  regarding  reserves  held  by 
Federal  Reserve  Banks,  has  the  virtue  of  relying  ex¬ 
clusively  on  industry  funds  to  meet  the  needs  of  the 


insurance  fund.  I  believe,  however,  that  the  same  goal 
can  be  achieved  more  simply,  and  at  less  administra¬ 
tive  cost  to  banks  and  supervisors,  by  increasing 
regular  insurance  assessments  when  the  need  arises, 
as  proposed  by  the  administration. 

Conclusion 

The  banking  industry  is  an  essential  part  of  any  in¬ 
dustrialized  economy,  and  its  health  directly  affects  the 
welfare  of  society’s  members.  Concern  has  been  ex¬ 
pressed  in  many  quarters  about  the  future  condition  of 
our  nation’s  banks.  Bills  like  H.R.  6  and  H.R.  15  outline 
crucial  steps  for  reforming  the  deposit  insurance  sys¬ 
tem  and  strengthening  bank  supervision.  The  ad¬ 
ministration  proposal  goes  one  step  further  and 
addresses  the  root  causes  of  the  current  banking 
problems. 

Many  hours  of  testimony  discussing  the  problems  of  the 
banking  industry  have  been  delivered  to  this  subcom¬ 
mittee  over  the  past  several  years.  The  weaknesses  in 
some  parts  of  the  industry  stand  as  unfortunate 
evidence  of  the  need  for  broad-based  reform.  If  the 
fundamental  problems  of  the  industry  are  not  ad¬ 
dressed,  shoring  up  the  deposit  insurance  fund  will,  at 
best,  be  a  temporary  palliative.  If  we  fail  to  facilitate  the 
development  of  a  banking  system  that  can  offer  the 
products  and  services  necessary  to  meet  the  competi¬ 
tive  challenges  it  faces,  no  deposit  insurance  system 
can  provide  an  adequate  safety  net. 
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Mr.  Chairman  and  members  of  the  subcommittee,  I  am 
here  this  morning  to  discuss  the  policies  of  the  Federal 
Deposit  Insurance  Corporation  (FDIC)  regarding  the 
extension  of  deposit  insurance  coverage  to  uninsured 
depositors  in  large  bank  failures. 

In  discussing  this  topic,  we  need  to  have  a  clear  under¬ 
standing  of  just  what  the  issue  is.  The  common  refer¬ 
ence  to  the  “too-big-to-fail”  policy  can  be  misleading: 
the  issue  is  not  whether  large  insolvent  banks  are 
allowed  to  fail;  insolvent  banks  of  all  sizes  do  fail. 
Shareholders  lose  their  investment  in  the  bank;  subor¬ 
dinated  debt-holders  and  other  unsecured  creditors 
recover  their  investments  only  to  the  extent  that  the 
FDIC  is  able  to  collect  on  the  assets  of  the  failed  bank; 
and,  in  virtually  every  case,  bank  managers  lose  their 
jobs.  Rather,  the  issue  is  whether  it  may  be  necessary, 
under  certain  limited  circumstances,  to  protect  unin¬ 
sured  depositors  of  large  failed  banks  in  order  to 
preserve  the  stability  of  financial  markets. 

Policymakers  face  a  difficult  choice  in  deciding  how 
much  protection  to  give  to  uninsured  depositors  in  large 
bank  failures.  Too  little  protection  could  threaten  the 
stability  of  financial  markets;  too  much  protection  raises 
serious  questions  about  competitive  equity,  can  reduce 
incentives  for  uninsured  depositors  to  monitor  the  riski¬ 
ness  of  institutions,  and  has  the  potential  to  strain  the 
resources  of  the  federal  deposit  insurer. 

In  my  statement  this  morning,  I  will  briefly  describe 
current  FDIC  practices  in  dealing  with  large  bank 
failures,  and  the  relationship  of  those  practices  to  the 
stability  of  the  financial  system.  I  will  describe  why  the 
decision  to  protect  the  stability  of  financial  markets  by 
extending  insurance  coverage  beyond  statutory  limits 
should  be  exercised  by  someone  other  than  the  deposit 
insurer,  and  why  the  approach  outlined  in  the 
administration’s  bill,  FI  R.  1505,  strikes  a  reasonable 
balance  between  the  conflicting  objectives  of  preser¬ 
vation  of  systemic  stability,  protection  of  the  insurance 
fund,  and  the  equitable  treatment  of  large  and  small 
banks. 

Systemic  Risk 

Although  deposit  insurance  coverage  under  the  law 
extends  only  to  domestic  accounts  no  greater  than 
$100,000,  losses  to  large  uninsured  depositors,  par¬ 
ticularly  in  large  bank  failures,  could  have  adverse 


effects  on  the  financial  system  as  a  whole.  Two  distinct 
risks  must  be  considered:  the  possibility  of  “con¬ 
tagious"  runs  on  other  banks,  and  threats  to  the  pay¬ 
ments  system. 

Contagious  Runs 

Because  depositors  generally  possess  only  limited 
knowledge  about  the  financial  condition  of  banks,  they 
may  take  the  failure  of  one  bank  as  a  sign  that  other 
banks  are  likely  to  fail.  If  the  FDIC  is  prevented  from 
offering  assurances  to  uninsured  depositors,  a 
prominent  bank  failure  may  provoke  uninsured 
depositors  at  other  banks  to  withdraw  their  funds.  In 
extreme  cases,  there  could  be  a  loss  of  confidence  in 
the  banking  system  in  an  entire  region  of  the  country, 
resulting  in  widespread  disintermediation,  a  decline  in 
credit  availability,  and  substantial  damage  to  the 
regional  economy. 

Payment  System  Risk 

Large  banks  provide  clearing  and  settlement  services 
to  smaller  banks,  and  play  a  central  role  in  organizing 
the  markets  for  federal  funds,  government  securities, 
mortgage-backed  securities,  foreign  exchange,  and  a 
variety  of  other  financial  instruments.  The  failure  of  a 
large  bank  could  seriously  disrupt  these  markets. 

For  example,  small  banks  typically  maintain  deposit 
accounts  with  a  larger  correspondent  bank  in  connec¬ 
tion  with  the  check  collection,  settlement,  and  other 
services  that  the  correspondent  bank  provides.  If  a 
major  correspondent  bank  were  to  fail,  a  large  number 
of  smaller  respondent  banks  might  lose  the  funds  they 
have  on  deposit.  These  losses  could  result  in  the 
respondent  banks'  being  unable  to  make  payments  to 
or  on  behalf  of  their  customers.  Thus,  the  failure  of  a 
large  correspondent  bank  could  seriously  impair  the 
liquidity,  and  potentially  the  stability,  of  many  other 
banks. 

FDIC  Policies 

The  FDIC  most  commonly  resolves  both  large  and  small 
bank  failures  through  "purchase  and  assumption" 
transactions,  in  which  a  bank  purchases  a  substantial 
portion  (or  all)  of  the  assets  of  the  failed  bank  and 
assumes  all  of  the  failed  bank's  deposit  liabilities,  both 
insured  and  uninsured.  In  some  circumstances,  the 
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FDIC  uses  other  means  to  resolve  failed  banks.  The 
FDIC  can  sell  the  bank's  insured  deposits  (this  transac¬ 
tion  is  called  an  insured  deposit  transfer)  or  pay  off 
insured  deposits  itself  In  either  case,  the  FDIC  liqui¬ 
dates  the  assets  of  the  failed  institution,  and  uninsured 
depositors'  recoveries  depend  on  the  outcome  of  the 
liquidation,  which  can  take  many  months.  Typically, 
uninsured  depositors  recover  only  a  portion  of  their 
uninsured  deposits. 

Because  of  the  systemic  risk  posed  by  large  bank 
failures,  the  FDIC  has  resolved  several  large  bank 
failures  by  means  of  transactions  that  protect  all 
depositors,  even  when  less  costly  alternatives  may 
have  been  available.  In  circumstances  of  genuine  sys¬ 
temic  risk,  it  is  critical  that  the  government  be  able  to 
act  to  maintain  confidence  in  the  banking  system  and 
financial  markets.  But  that  does  not  mean  that  unin¬ 
sured  depositors  at  larger  banks  should  always  be 
protected.  Three  considerations  argue  in  favor  of  nar¬ 
rowing  de  facto  coverage  of  uninsured  depositors  at 
large  banks.  First,  limiting  coverage  to  insured 
depositors  would  generally  (although  not  always) 
reduce  the  cost  of  failure  resolution  to  the  FDIC. 
Second,  it  would  restore  the  balance  that  deposit  in¬ 
surance  was  intended  to  strike  between  protection  for 
bank  deposits  and  market  discipline.  And  third,  provid¬ 
ing  the  same  degree  of  coverage  in  large  and  small 
bank  failures  would  be  more  fair. 

Minimizing  Resolution  Costs 

Current  law  does  not  require  the  FDIC  to  use  the  least 
costly  method  to  resolve  bank  failures;  it  requires  only 
that  whatever  method  is  used  be  no  more  expensive 
than  liquidating  the  bank  and  paying  off  its  insured 
depositors.  A  purchase-and-assumption  can  often 
meet  this  test,  since  bidders  are  generally  willing  to  pay 
a  premium  for  the  franchise  value  of  the  bank,  which  is 
dissipated  if  the  bank  is  liquidated. 

On  the  other  hand,  a  purchase-and-assumption,  even 
if  less  costly  than  a  liquidation,  could  be  more  costly 
than  an  insured  deposit  transfer,  in  which  the  acquiring 
institution  assumes  only  insured  deposits.  This  would 
tend  to  be  the  case  whenever  most  of  the  failed  bank’s 
franchise  value  resides  in  the  value  of  its  “core" 
deposits  A  purchase-and-assumption  could  still  be 
cheaper,  however,  if  it  saved  the  FDIC  substantial  ad¬ 
ministrative  costs  of  sorting  out  insured  and  uninsured 
liabilities,  or  enabled  the  FDIC  to  dispose  of  a  greater 
portion  of  the  failed  bank's  assets  at  a  higher  price  than 
the  FDIC  could  realize  for  the  assets.  Protecting  unin¬ 
sured  depositors  in  a  large  bank  failure  could  also  save 
the  FDIC  money  if  if  avoided  the  subsequent  failure  of 
other  banks  in  the  region 


Market  Discipline 

The  general  objective  of  deposit  insurance  is  to  provide 
stability  to  the  banking  system.  Preserving  the  stability 
of  financial  markets  will  sometimes  require  insurance 
coverage  that  extends  beyond  statutory  limits.  Always 
covering  uninsured  deposits,  however,  removes  an 
potential  source  of  market  discipline  on  banks’  risk¬ 
taking.  Moreover,  de  facto  coverage  of  uninsured 
deposits  undermines  other  deposit  insurance  reforms. 
For  example,  limiting  coverage  to  $100,000  per 
depositor  per  institution  will  have  no  effect  if  failure 
resolution  methods  effectively  provide  full  coverage  to 
deposits  in  excess  of  the  statutory  limit  in  virtually  all 
cases. 

Fairness 

Protecting  uninsured  depositors  in  large  bank  failures 
places  small  banks  —  which  do  not  pose  systemic  risk 
to  the  banking  system  —  at  a  disadvantage  in  compet¬ 
ing  for  uninsured  deposits.  Large  depositors  have  in¬ 
centives  to  withdraw  their  funds  from  small  banks, 
which  the  FDIC  is  more  likely  to  liquidate  in  the  event  of 
failure,  and  place  the  funds  in  banks  that  the  FDIC 
considers  “too  big  to  fail.”  Consequently,  small  banks 
must  offer  higher  interest  rates  to  attract  and  retain 
uninsured  deposits.  Large  banks,  benefiting  from  the 
government’s  implicit  guarantee  of  “uninsured" 
deposits,  can  attract  these  funds  at  interest  rates  much 
closer  to  the  riskless  interest  rate.  Serious  questions  of 
fairness  must  be  raised  regarding  a  government  policy 
that  confers  valuable  guarantees  on  some  banks  while 
withholding  them  from  others  that  are  equally  well 
managed. 

Determining  failure  resolution  policies  involves  weigh¬ 
ing  the  need  to  control  systemic  risk  against  the  objec¬ 
tives  of  minimizing  resolution  cost  and  promoting 
market  discipline  and  fairness.  Eliminating  the  too-big- 
to-fail  policy  altogether,  as  some  have  proposed,  would 
go  too  far  in  one  direction:  it  would  greatly  increase 
market  discipline,  but  at  the  cost  of  preventing  bank 
regulators  from  acting  in  those  instances  when  going 
beyond  the  statutory  limits  on  insurance  coverage  is 
necessary  to  control  systemic  risk. 

Eliminating  too-big-to-fail  protection  could  also  place 
U.S.  banks  at  a  disadvantage  in  competing  with  the 
banks  of  foreign  countries,  which  generally  provide  full 
protection  to  all  deposits,  although  not  necessarily 
through  the  deposit  insurance  system.  Reducing  the 
protection  afforded  to  depositors  could  drive  up  the 
cost  of  funds  at  U.S.  banks,  and  erode  public  con¬ 
fidence  in  them,  compared  with  their  overseas  com¬ 
petitors. 


The  alternative  of  covering  uninsured  depositors  at  all 
banks,  which  others  have  proposed  as  a  fair  solution, 
would  go  too  far  in  the  other  direction:  it  would  control 
systemic  risk,  but  at  the  cost  of  exposing  the  deposit 
insurance  fund  —  and  taxpayers  —  to  far  too  much  risk. 

The  Administration’s  Proposal 

A  better  alternative  is  for  the  government  to  retain  the 
authority  to  protect  uninsured  deposits  in  exceptional 
cases,  when  failing  to  do  so  would  be  a  source  of 
systemic  risk,  but  to  use  that  authority  sparingly.  The 
administration’s  banking  reform  bill,  H.R.  1505,  would 
accomplish  this  by  changing  the  statutory  cost  test  to 
require  the  FDIC  always  to  use  the  least  costly  resolu¬ 
tion  method,  while  giving  the  Federal  Reserve  Board 
and  the  Treasury  Department  joint  authority,  in  consult¬ 
ation  with  the  Office  of  Management  and  Budget  (OMB) 
and  the  FDIC,  to  order  the  FDIC  to  provide  broader 
coverage  if  they  consider  it  necessary  to  protect  the 
financial  system.  Other  provisions  of  the  administration 
bill  should  reduce  the  frequency  with  which  the  govern¬ 
ment  is  faced  with  too-big-to-fail  decisions.  Greater 
supervisory  emphasis  on  capital  maintenance  and 
prompt  corrective  action,  for  example,  can  be  ex¬ 
pected  to  modify  bank  behavior  and  attitudes  toward 
risk-taking  in  ways  that  make  large  bank  failures  less 
likely.  This  is  a  sensible  approach. 

A  key  element  of  the  administration  proposal  is  the 
separation  of  the  responsibility  for  making  systemic  risk 
determinations  from  the  normal  process  of  failure 
resolution.  That  separation  will  reinforce  the  presump¬ 
tion  in  favor  of  the  least-cost  method  resolution,  which 
will  be  reversed  only  in  exceptional  cases.  The  Federal 
Reserve  Board  should  be  involved  in  systemic  risk 
determinations  because  it  is  the  government  agency 
primarily  responsible  for  financial  market  stability.  Since 
actions  to  protect  the  financial  system  could  have 
profound  effects  on  the  economy  and  the  federal 
budget,  the  Treasury  Department,  in  consultation  with 
OMB,  should  also  be  involved. 

When  Should  Uninsured  Depositors  be 
Protected? 

The  determination  that  the  government  will  satisfy  the 
bank’s  liabilities  to  its  uninsured  depositors  should 
depend  in  part  on  the  size  of  the  bank  and  the  extent 
of  its  involvement  in  broader  financial  markets.  The 
more  extensive  the  bank’s  correspondent  relationships 
with  other  banks,  for  example,  or  the  greater  its  role  as 
a  market-maker  in  financial  markets,  the  greater  is  the 
potential  for  systemic  shock  in  the  event  the  bank  fails. 

Systemic  risk  determinations  should  also  depend  on 
economic  conditions  in  the  markets  in  which  the  bank 


operates.  Adverse  economic  conditions  can  make  a 
region  more  susceptible  to  systemic  shock  Thus,  to 
take  a  recent  example,  the  decision  to  protect  all 
deposits  at  the  Bank  of  New  England  (BNE)  met  with 
general  approval,  despite  widespread  criticism  of  the 
too-big-to-fail  policy  during  the  preceding  months,  be¬ 
cause  almost  everyone  recognized  that  exposing  unin¬ 
sured  BNE  depositors  to  loss  would  have  had 
disastrous  effects  on  the  struggling  New  England 
economy. 

Improving  Liquidity  for  Uninsured  Depositors 

Uninsured  depositors  who  are  unprotected  in  bank 
failures  typically  recover  some  portion  of  their  funds; 
they  receive  a  pro-rata  share  of  the  proceeds  of  liqui¬ 
dation.  This  recovery  can  be  substantial,  sometimes 
exceeding  90  percent  of  the  amount  of  the  deposits. 
The  problem,  as  I  noted  earlier,  is  that  these  funds  can 
be  tied  up  for  long  periods  of  time  in  the  receivership 
of  the  failed  bank.  This  temporary  loss  of  liquidity  mag¬ 
nifies  all  of  the  problems  associated  with  depositor 
losses,  including  systemic  risk  problems  transmitted 
through  correspondent  banking  networks  and  the  pay¬ 
ments  system. 

In  order  to  minimize  these  problems,  the  administration 
bill  would  authorize  the  FDIC  to  make  immediate  pay¬ 
ments  settling  the  claims  of  uninsured  depositors  and 
other  unsecured  creditors  of  an  insolvent  bank.  Unin¬ 
sured  claims  would  be  settled  in  full  as  soon  as  the  bank 
is  placed  in  FDIC  receivership,  with  payments  based 
on  the  FDIC’s  average  recovery  rate  on  past  bank 
receiverships.  The  recovery  rate  in  effect  at  any  given 
time  would  be  published,  so  that  uninsured  depositors 
would  know  the  exact  extent  of  their  potential  loss. 

In  any  particular  bank  failure,  the  FDIC  might  pay  more, 
or  it  might  pay  less,  to  uninsured  depositors  than  they 
would  be  entitled  to  receive  under  current  law.  But,  over 
time,  overpayments  and  underpayments  would  tend  to 
average  out,  and  the  FDIC  would  break  even.  This 
approach  would  enable  the  FDIC  to  provide  more  li¬ 
quidity  immediately  to  uninsured  depositors.  At 
present,  the  FDIC  must  be  conservative  in  advancing 
liquidity  to  uninsured  depositors,  to  avoid  the  possibility 
of  significant  losses  to  the  insurance  fund  if  the 
proceeds  of  a  particular  liquidation  are  smaller  than 
expected. 

Conclusions 

The  current  deposit  insurance  system  provides  de 
facto  coverage  for  virtually  all  bank  deposits:  an  exten¬ 
sion  of  the  federal  safety  net  that  goes  well  beyond  the 
original  purpose  of  deposit  insurance.  Rather  than  ex¬ 
tending  blanket  protection  to  uninsured  deposits,  the 
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deposit  insurance  system  should  generally  limit  protec¬ 
tion  to  insured  deposits  —  except  where  more  exten¬ 
sive  coverage  is  less  costly  to  the  FDIC  —  while 
retaining  flexibility  to  deal  with  genuine  instances  of 


systemic  risk.  The  administration’s  proposal  is 
designed  to  achieve  this  change  in  policy  and  priority, 
and  it  has  my  full  support. 
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Mr.  Chairman  and  members  of  the  committee,  I  am  here 
today  at  your  request  to  discuss  the  events  leading  up 
to  the  closure  of  Madison  National  Bank,  Washington, 
D.C.,  and  its  affiliated  bank,  Madison  National  Bank  of 
Virginia,  McLean,  Virginia  (Madison  banks).  Because 
the  real  estate  industry  plays  such  a  prominent  role  in 
the  economy  of  the  Washington  area,  it  is  not  unusual 
for  banks  here  to  have  a  large  portion  of  their  loans 
related  to  real  estate.  The  Madison  banks  had  par¬ 
ticularly  aggressive  lending  practices  and  built  up  a 
large  portfolio  of  commercial  real  estate  loans.  When 
the  market  for  commercial  real  estate  in  the  Washington 
metropolitan  area  turned  down  in  late  1989,  long¬ 
standing  credit  weaknesses  took  their  toll,  and  the 
quality  of  the  loan  portfolios  of  the  Madison  banks 
began  to  deteriorate.  The  banks  incurred  substantial 
losses  on  some  loans  in  1990  and  1991.  On  May  10, 
1991,  the  OCC  determined  that  the  equity  capital  of  the 
Madison  banks  was  exhausted  and  that  there  was  no 
realistic  prospect  for  recapitalization.  Consequently, 
the  OCC  declared  both  banks  insolvent  and  appointed 
the  Federal  Deposit  Insurance  Corporation  (FDIC) 
receiver. 

In  my  statement  this  morning,  I  will  describe  the 
economic  conditions  in  the  Washington  metropolitan 
area,  which,  coupled  with  the  poor  lending  practices  of 
the  Madison  banks,  led  to  significant  loan  losses.  I  will 
also  discuss  the  OCC’s  supervision  of  those  banks, 
including  the  factors  that  led  to  their  closure  earlier  this 
month. 

The  Economy  in  Metropolitan  Washington 

During  the  first  half  of  the  1980s,  much  of  the 
Washington  metropolitan  area  experienced  an 
economic  boom  fueled  principally  by  growth  in 
defense-related  industries.  One  by-product  of  the 
boom  was  a  substantial  increase  in  population  and  a 
rapid  escalation  in  commercial  and  residential  real 
estate  values.  This  environment  resulted  in  a  significant 
increase  in  real  estate  construction,  which  served  to 
augment  and  prolong  the  economic  expansion.  Banks 
operating  in  the  Washington  metropolitan  area, 
together  with  savings  and  loan  associations,  insurance 
companies,  and  other  lenders,  actively  participated  in 
financing  this  real  estate  construction.  The  economic 
boom  began  to  unravel  in  1988,  as  defense  cutbacks 
reduced  demand  for  services  supplied  by  the  region. 
The  finance,  construction,  and  local  government  sec¬ 


tors  of  the  regional  economy  continued  to  propel 
economic  expansion,  but  by  early  1990  the  entire 
region  had  entered  an  economic  downturn  which  con¬ 
tinues.  For  example,  in  the  Washington  metropolitan 
area,  retail  sales  were  generally  lower  at  the  close  of 
1990  compared  to  a  year  earlier,  and  employment  fell 
sharply  in  the  second  half  of  1990. 

The  commercial  real  estate  market  was  particularly 
hard-hit  by  the  economic  downturn,  and  available 
supply  began  to  outpace  demand  by  considerable 
margins.  A  respected  real  estate  market  research  firm 
reported  that  at  the  end  of  1990  office  vacancies  were 
approaching  17  percent  market-wide  and  were  much 
higher  in  many  submarkets,  primarily  in  the  Virginia 
suburbs.  These  vacancy  rates  were  up  sharply  from  the 
12  percent  figure  of  mid- 1988.  Moreover,  several  re¬ 
search  firms  project  that  vacancy  rates  will  continue  to 
rise  over  the  next  two  years.  Higher  vacancy  rates  in 
the  metropolitan  area  not  only  affect  projects  that  are 
not  fully  leased,  but  also  depress  the  value  of  commer¬ 
cial  real  estate  generally  by  reducing  the  amount  of  rent 
that  owners  can  charge. 

The  economic  downturn  adversely  affected  virtually  all 
banks  in  the  Washington  area,  but  it  was  particularly 
damaging  to  the  Madison  banks,  which  aggressively 
pursued  real  estate  financing  from  the  time  the  D.C 
bank  was  chartered  in  1963  through  the  boom  years  of 
the  1980s.  By  1990,  approximately  60  percent  of  the 
loans  of  the  Madison  banks  were  real  estate  related. 
This  represents  a  significant  concentration.  Because  of 
the  nature  of  the  economy  in  the  Washington 
metropolitan  area  over  the  past  several  years,  however, 
many  local  banks  have  substantial  exposures  to  the 
real  estate  markets.  The  ratio  of  real  estate  related  loans 
to  all  loans  averaged  more  than  50  percent  during  1 990 
at  banks  located  in  Washington,  D.C.  Unfortunately,  the 
Madison  banks  failed  to  adhere  to  sound  credit  under¬ 
writing  standards  in  a  real  estate  market  that  was  be¬ 
coming  increasingly  overbuilt.  They  relied  too  much  on 
the  character  of  their  borrowers  and  not  on  realistic 
economic  analyses  of  the  projects  financed 

OCC  Supervision  of  the  Madison  Banks 

The  OCC’s  awareness  of  problems  at  the  banks  is  not 
a  recent  development.  During  an  examination  in  the 
third  quarter  of  1988,  OCC  examiners  noted  the  poten¬ 
tial  for  significant  deterioration  in  the  condition  of  the 
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banks.  While  the  financial  performance  of  the  banks 
had  not  yet  declined,  OCC  examiners  identified 
numerous  problems  and  rated  each  of  the  banks  a  3 
under  the  CAMEL  rating  system.  Examiners  cited  a 
variety  of  credit  administration  weaknesses,  including 
too  much  reliance  on  the  character  of  borrowers  and 
not  enough  on  the  operating  income  of  proiects;  inade¬ 
quate  internal  problem  loan  identification;  poor  proce¬ 
dures  for  determining  the  adequacy  of  the  allowance 
for  loan  and  lease  losses;  violations  of  insider  and 
affiliate  regulations;  ineffective  management  informa¬ 
tion  systems;  and  overall  poor  supervision  of  the  opera¬ 
tion  of  the  banks  by  management  and  their  boards. 

As  a  result  of  this  examination,  the  OCC  took  enforce¬ 
ment  actions  on  April  20,  1989,  that  described  the 
problems  identified  by  examiners  and  spelled  out  the 
means  by  which  the  directors  would  correct  the 
problems.  Those  enforcement  actions  —  commitment 
letters  signed  by  the  boards  of  directors  of  the  banks 

-  addressed,  among  other  things,  the  adequacy  of 
management,  the  need  to  revise  commercial  and  real 
estate  loan  policies  and  to  ensure  their  implementation, 
the  need  to  develop  adequate  policies  related  to  the 
allowance  for  loan  and  lease  losses,  revisions  to  the 
asset/liability  management  policy,  correction  of  any 
violations  of  law,  and  the  need  for  a  plan  to  maintain 
adequate  capital. 

The  OCC  began  another  examination  in  June  of  1989, 
which  focused  on  compliance  with  laws  and  regula¬ 
tions,  including  those  dealing  with  loans  to  insiders.  The 
OCC  cited  violations  at  that  examination,  and  manage¬ 
ment  committed  to  correct  those  violations.  Examiners 
acknowledged  that  a  systemwide  compliance 
management  function  was  being  developed,  yet  over¬ 
all  compliance  needed  to  be  improved. 

At  the  examination  that  began  in  January  of  1990,  the 
weakening  local  economy  had  begun  to  take  its  toll 
because  of  the  banks’  underwriting  weaknesses.  The 
financial  performance  of  the  Madison  banks  began  to 
deteriorate.  Earnings  were  down  from  past  years,  and, 
despite  the  fact  that  the  loan  portfolio  had  not  grown, 
the  amount  of  loans  that  examiners  identified  as  having 
well-defined  credit  weaknesses  had  almost  doubled. 
The  OCC  pursued  a  more  stringent  enforcement  action 

-  a  formal  agreement  —  as  a  result  of  this  examination. 

The  failure  of  the  boards  of  directors  to  implement  the 
plans  they  had  committed  to  less  than  a  year  earlier 
indicated  that  more  severe  action  was  required.  While 
the  board  had  taken  some  steps  to  comply  with  the 
earlier  enforcement  action,  they  had  not  implemented 
systems  to  ensure  ongoing  compliance  and  had  made 
■  o  changes  in  the  general  lending  operations  of  the 
oar  ks  On  November  20,  1990,  at  the  OCC's  request, 


the  boards  of  directors  of  the  banks  signed  formal 
agreements,  which  addressed  the  weaknesses  iden¬ 
tified  in  the  examination,  many  of  which  had  also  been 
included  in  the  1989  commitment  letters  and  had  not 
been  corrected. 

Even  before  the  boards  of  directors  entered  into  the 
formal  agreements,  the  OCC  had  begun  to  monitor  the 
liquidity  positions  of  the  Madison  banks  because  the 
banks  began  to  rely  on  unstable  sources  of  funds,  such 
as  brokered  deposits.  In  January  of  1991,  the  D.C.  bank 
began  borrowing  from  the  Federal  Reserve  discount 
window  to  meet  funding  needs.  Discount  window  bor¬ 
rowings  continued  to  increase  at  a  steady  rate  through 
March  and  into  April,  reaching  $63  million  on  April  30. 
Following  the  announcement  on  May  3,  1991,  of  1990 
and  first  quarter  1 99 1  operating  results  (sizeable  losses 
at  all  subsidiary  banks),  discount  window  borrowings 
escalated  dramatically,  doubling  in  less  than  a  week. 

In  addition  to  daily  liquidity  monitoring  beginning  in 
January  of  1991,  a  select  group  of  the  OCC’s  more 
experienced  examiners  reviewed  a  number  of  the 
banks’  large  loans  to  determine  the  adequacy  of  the 
banks'  loan  loss  reserves.  This  review  was  prompted 
by  concerns  over  the  banks’  ongoing  review  of  their 
reserve  adequacy  and  OCC  examiners’  need  to  verify 
the  banks’  processes.  The  OCC  review  indicated  that 
credit  quality  had  deteriorated  significantly  in  the  latter 
months  of  1 990  and  that  a  review  of  the  Madison  banks 
was  required  to  determine  if  they  were  solvent.  Imme¬ 
diately  a  larger  team  of  examiners  was  assembled,  and 
they  began  an  examination  targeted  at  asset  quality. 

Although  changes  in  management  took  place  begin¬ 
ning  in  1989  and  continued  into  1991,  efforts  of  new 
management  were  not  successful  in  improving  the 
performance  of  the  Madison  banks.  Consequently,  it 
was  impossible  for  the  banks  to  attract  additional  capi¬ 
tal. 

As  the  OCC  examinations  drew  to  a  close  in  April  of  this 
year,  it  became  apparent  that  loan  losses  would  ex¬ 
haust  the  capital  of  the  Madison  banks.  During  the  time 
that  the  OCC  was  examining  the  banks,  the  examiners 
held  numerous  discussions  with  the  management  of  the 
banks  and  the  parent  company  to  discuss  the  dis¬ 
agreements  the  banks  had  with  the  examiners’  assess¬ 
ment  of  the  quality  of  the  loan  portfolios  of  the  banks. 
Most  of  the  disagreements  centered  on  the  degree  to 
which  individual  loans  were  criticized  and  the  ade¬ 
quacy  of  the  banks’  allowances  for  loan  losses  related 
to  those  loans.  At  board  meetings  held  on  May  1 ,  1991 , 
the  OCC  officially  notified  the  banks  that  the  examina¬ 
tion  indicated  that  banks  were  insolvent  and  that  an 
immediate  capital  injection  was  necessary  if  closings 
of  the  banks  were  to  be  averted.  Although  plans  for 
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additional  capital  were  submitted,  they  were  not  suffi¬ 
ciently  firm  to  warrant  a  delay  in  closing  the  banks, 
particularly  in  light  of  accelerating  deposit  withdrawals. 
Over  $77  million  in  deposits  left  the  banks  during  the 
week  preceding  the  closings. 

On  May  10,  1991,  the  OCC  declared  both  banks  insol¬ 
vent  and  appointed  the  FDIC  as  receiver.  The  deposits 
were  assumed  by  subsidiaries  of  Signet  Banking  Cor¬ 
poration,  and  service  to  the  customers  of  the  failed 
banks  was  not  interrupted. 

Other  Supervisory  Issues 

A  great  deal  of  attention  has  been  focused  recently  on 
the  volume  of  loans  made  to  the  banks’  insiders,  i.e. 
directors,  officers,  and  principal  shareholders.  At  each 
of  the  OCC's  examinations  of  the  banks,  examiners 
reviewed  the  banks’  policies  and  procedures  for  grant¬ 
ing  credit  to  insiders.  There  are  very  detailed  laws  and 
regulations  that  deal  with  a  bank’s  extensions  of  credit 
to  insiders.* 

At  the  Madison  banks,  the  OCC  cited  violations  of 
insider  loan  regulations  at  several  examinations.  The 
violations  consisted  of  deficiencies  such  as  ioans  being 
made  to  directors  without  approval  by  the  board  of 
directors  and  the  failure  of  the  banks  to  assess  fees 
against  two  directors’  overdrawn  accounts.  Each  time 
the  OCC  brought  each  of  these  violations  to  the  atten¬ 
tion  of  management  and  the  boards,  they  agreed  to 
correct  them.  The  banks  did  not,  however,  put  in  place 
effective  systems  that  would  prevent  a  recurrence  of 
these  kinds  of  violations. 

Most  board  members  were  borrowing  from  one  or  more 
of  the  banks.  By  law  and  regulation,  such  loans  are 
permissible  provided  that  the  credit  is  not  extended  on 
a  preferential  basis.  The  wisdom  of  allowing  loans  to 
insiders  has  been  debated  by  the  Congress  in  the  past; 
they  continue  to  be  allowed  because  often  they  are 
among  a  bank's  strongest  credits. 

In  the  1991  examination,  the  OCC  criticized  the  credit 
quality  of  many  of  the  loans  to  bank  insiders,  including 
loans  to  several  directors  who  had  recently  resigned 
their  positions.  The  OCC  continues  to  investigate  these 
loans,  but  thus  far  no  evidence  exists  of  any  credit 
being  made  available  to  insiders  on  terms  that  were 
preferential  or  that  were  not  available  to  noninsider 
borrowers.  As  of  December  31,  1990,  the  total  dollars 
borrowed  by  insiders  (including  board  members  who 
had  recently  resigned)  was  approximately  $83  million 


*  The  appendix,  entitled  "Limitations  on  Extensions  of  Credit  to 
Insiders, "  follows  this  testimony 


(16  percent  of  total  loans).  The  total  amount  of  insider 
loans  identified  as  having  credit  weaknesses  (criticized 
loans)  was  approximately  20  percent  of  total  criticized 
loans. 

Attention  has  also  been  focused  on  the  merger  of  two 
subsidiary  banks,  United  National  Bank  and  Madison 
Bank  of  Maryland,  into  the  D  C.  bank  in  the  weeks 
preceding  the  failures  of  the  Madison  banks  Some 
believe  that  by  allowing  the  mergers  to  take  place,  two 
otherwise  solvent  banks  were  also  closed.  In  fact,  the 
problems  noted  at  the  D.C.  bank  were  also  present  at 
each  affiliate  bank,  and  these  banks  would  have  been 
declared  insolvent  as  well  without  immediate  and  size¬ 
able  capital  injections.  Moreover,  even  if  these  banks 
had  capital  they  would  have  likely  failed.  This  is  be¬ 
cause  the  FDIC,  through  the  exercise  of  the  cross¬ 
guarantee  provisions  of  FIRREA,  can  —  and  has  - 
assessed  affiliated  banks  of  a  failed  bank  to  recover 
costs  the  FDIC  incurs  in  closing  a  bank. 

Attempts  were  made  to  sell  the  branches  of  United 
National  Bank.  At  least  one  group  expressed  interest  in 
such  a  purchase,  but  over  the  course  of  several  months 
of  negotiations,  no  potential  purchaser  demonstrated 
that  it  had  sufficient  resources  to  buy  the  branch  offices. 
In  addition,  when  the  FDIC  solicited  bids  for  the 
Madison  banks,  it  sought  to  preserve  the  minority  status 
of  the  former  offices  of  United  National  Bank.  The  FDIC 
offered  those  offices  to  another  minority-owned  bank 
that  had  expressed  interest  in  acquiring  them,  but  that 
bank  ultimately  elected  not  to  bid  on  the  branch  offices. 
Consequently,  the  branch  offices  of  the  former  United 
National  Banks  were  sold,  along  with  the  other  offices 
of  the  D.C.  bank,  to  Signet  Banking  Corporation. 

You  have  asked,  Mr.  Chairman,  whether,  in  light  of  the 
failure  of  the  boards  of  directors  of  the  Madison  banks 
to  correct  problems  that  examiners  identified,  the  OCC 
should  have  acted  sooner  to  close  those  banks.  There 
can  be  no  doubt  that  management  of  the  Madison 
banks  and  their  boards  of  directors  did  not  carry  out 
many  of  the  actions  they  committed  to  in  early  1989 
The  boards  historically  were  not  responsive  to  bank 
regulators.  It  was  not  until  the  fall  of  1990,  when  it 
became  impossible  to  deny  that  earnings  and  capital 
had  seriously  eroded,  that  the  boards  began  to  realize 
the  severity  of  their  banks’  problems. 

Nonetheless,  under  the  law,  the  OCC  cannot  close  a 
bank  just  because  we  think  it  is  poorly  managed  or  that 
its  lending  policies  are  inadequate.  To  declare  a  bank 
equity  insolvent,  the  OCC  must  find  that  the  equity 
capital  of  the  bank  has  been  exhausted  Although  OCC 
supervisors  knew,  since  late  1989,  that  the  Madison 
banks  had  serious  problems,  it  was  not  until  this  year 
that  the  equity  capital  of  the  banks  was  exhausted 
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Conclusions 

The  Madison  banks  had  a  long  history  of  weak  lending 
practices  Despite  continued  emphasis  by  the  super¬ 
visors  of  the  banks  on  the  need  to  correct  those  prac¬ 
tices  —  and  the  implementation  of  formal  enforcement 
actions  —  the  managers  and  directors  of  the  banks 
disagreed  fundamentally  with  the  OCC’s  view  that  the 
lending  practices  of  the  banks  were  flawed  and,  there¬ 
fore,  the  banks  were  slow  to  take  steps  to  address  the 
root  causes  of  their  problems.  Very  simply,  they  did  not 
respond  adequately  to  the  criticisms  the  OCC  made. 


When  the  depth  of  the  problems  became  apparent  to 
the  boards  of  the  banks,  they  hired  new  management, 
began  to  obtain  needed  collateral  for  some  loans, 
suspended  dividends,  and  sought  new  sources  of 
funding  and  equity.  These  efforts  to  salvage  the  banks 
ultimately  failed.  The  decline  in  the  local  commercial 
real  estate  market  led  to  a  significant  deterioration  in 
the  banks'  loan  portfolios.  That  development,  coupled 
with  the  poor  underwriting  practices  of  the  banks,  made 
it  impossible  for  the  banks  to  reverse  the  series  of 
operating  losses  that  ultimately  led  to  their  insolvency. 
When  losses  exhausted  the  equity  capital  of  the 
Madison  banks,  the  OCC  closed  the  banks. 
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Appendix 

Limitations  on  Extensions  of  Credit  to 
Insiders 

General  limitations  on  extensions  of  credit  to  officers, 
directors,  or  principal  shareholders: 

Must  be  on  the  same  terms  available  to  a  noninsider, 
and  involve  no  more  than  the  normal  risk  of  repayment. 

•  Must  have  prior  board  approval  if  the  amount 
is  greater  than  $25,000  or  5  percent  of  the 
bank’s  capital,  or  $500,000,  regardless  of  the 
bank’s  capital.  The  interested  party  must 
abstain  from  participating  in  the  board  discus¬ 
sion  or  vote. 

•  All  extensions  of  credit  to  each  executive  of¬ 
ficer  and  principal  shareholder  are  automat¬ 
ically  combined  with  extensions  of  credit  to 
each  executive  officer’s  and  principal 
shareholder's  related  interests  for  legal  lending 
limit  purposes.  Extensions  of  credit  to  a 
director’s  related  interests  are  combined  only  if 
there  is  a  direct  benefit  or  common  enterprise 
between  the  director  and  the  related  interest. 

•  An  executive  officer’s  or  director’s  overdraft 
may  be  paid  only  if:  the  payment  is  made 
according  to  a  written,  pre-authorized,  plan 
that  specifies  a  method  of  repayment;  or  there 
is  a  written  pre-authorized  transfer  of  funds 
from  another  account  at  the  bank,  unless  the 
overdraft  is  for  an  amount  less  than  $1 ,000,  the 
account  is  not  overdrawn  for  more  than  five 
business  days,  and  the  normal  fee  is  charged. 

Additional  limits  on  extensions  of  credit  to  executive 
officers: 

Generally,  extensions  of  credit  to  executive  officers  are 
prohibited.  However,  the  following  extensions  of  credit 
may  be  made: 

•  in  any  amount  to  finance  a  primary  residence: 
and 

•  in  any  amount  to  finance  children's  education; 
and 

•  in  an  aggregate  amount  not  greater  than 
$25,000,  or  2.5  percent  of  capital,  but  in  no 
event  more  than  $100,000,  for  any  other  pur¬ 
poses. 


In  addition,  extensions  of  credit  to  executive  officers 
regardless  of  the  amount,  must: 

•  be  promptly  reported  to  the  board  of  directors: 
and 

•  comply  with  the  general  requirements  set  forth 
above; 

•  be  preceded  by  the  submission  of  a  detailed 
current  financial  statement;  and 

•  contain  a  due  and  payable  clause. 

The  Securities  and  Exchange  Commission  (SEC)  re¬ 
quires  disclosures  relating  to  loans  from  bank  holding 
companies  (BHC)  and  national  bank  subsidiaries  to 
directors  and  executive  officers  if: 

•  the  BHC  or  any  national  bank  subsidiaries 
make  loans  of  $60,000  or  more  to  a  director, 
executive  officer,  or  a  member  of  their  immedi¬ 
ate  family; 

—  if  such  loans  are  non-accrual,  past  due, 
restructured,  or  potential  problems 
(serious  doubts  exist  about  the 
borrowers’  ability  to  comply  with  present 
loan  terms),  the  following  disclosure  must 
be  given  in  annual  reports,  proxy  state¬ 
ments,  and  registration  statements: 

name  of  borrower; 

relationship  of  borrower  to  the  financial 
institution; 

largest  amount  outstanding  during  the 
reporting  period; 

nature  of  the  indebtedness; 

amount  of  the  indebtedness  at  the 
latest  practicable  date; 

interest  rate  paid  or  charged; 

other  material  information  about  the 
loan,  e.g.,  nonaccrual  status. 

—  All  other  such  loans  may  be  disclosed 
with  a  statement  that  the  loans  were  made 
in  the  ordinary  course  of  business,  on 
substantially  the  same  terms  as  prevail¬ 
ing  for  other  persons,  and  did  not  involve 
more  than  the  normal  risk  of  collectibility 


43 


In  addition,  the  SEC's  Guide  3  requires  that 
loans  to  directors  and  executive  officers  that 
are  nonaccrual,  past  due,  restructured  or 
present  potential  problems  must  be  included 


in  aggregate  figures  the  bank  reports  publicly 
for  such  categories. 

•  Additional  disclosures  may  be  required  under 
general  materiality  standards. 


Remarks  of  Jon  K.  Hartzell,  Deputy  Comptroller  for  International  Banking  and 
Finance,  before  the  ninth  annual  conference  of  the  Caribbean  Banking 
Supervisors,  on  the  establishment  of  an  effective  framework  for  managing 
problem  institutions,  St.  Kitts,  West  Indies,  May  10,  1991 


The  Office  of  the  Comptroller  of  the  Currency’s  (OCC) 
approach  to  an  effective  framework  for  managing  prob¬ 
lem  institutions  is  two-pronged:  preventive  wherever 
possible,  and  remedial  wherever  necessary.  Preventive 
supervision  identifies  deficiences  and  works  with  bank 
management  to  correct  problems  before  they  threaten 
the  viability  of  the  institution.  Remedial  measures  derive 
from  an  elaborate  set  of  statutory  and  regulatory  tools, 
strengthened  over  the  past  dozen  years,  for  securing 
operational  changes  in  problem  institutions. 

Principles  of  Bank  Supervision 

In  helping  OCC  examiners  to  adopt  a  preventive  ap¬ 
proach,  the  OCC  teaches  these  essential  principles  of 
bank  supervision:  objectively  evaluate  the  bank's 
soundness  and  accurately  appraise  the  quality  of  the 
bank’s  directors  and  management.  Then,  identify  and 
follow  up  in  areas  where  management  needs  to  take 
corrective  action  to  strengthen  the  bank,  improve  the 
quality  of  the  bank’s  performance,  and  comply  with 
applicable  laws,  rulings,  and  regulations. 

Part  of  the  OCC’s  concept  of  bank  supervision  included 
development  a  few  years  ago  of  an  80-page  booklet  of 
advice  to  directors  of  national  banks  to  sensitize  them 
to  the  crucial  role  they  play  in  securing  a  sound,  well¬ 
performing  banking  institution. 

When  it  comes  to  corrective  actions,  the  OCC  has  an 
arsenal  of  flexible  tools  provided  by  legislative 
measures  such  as  the  Financial  Institutions  Regulatory 
Act  of  1978  (FIRA)  and  the  Financial  Institutions  Reform, 
Recovery,  and  Enforcement  Act  of  1989(FIRREA).  These 
measures  help  the  OCC  and  other  regulators  manage 
problem  institutions  that  have  been  unwilling  or  unable 
to  undertake  corrective  actions  themselves. 

In  the  mid-1980s  the  OCC  also  developed  policies  to 
recognize,  as  early  as  possible,  significantly  adverse 
or  potentially  harmful  changes  in  the  ownership, 
management,  or  operation  of  each  national  bank,  or  its 
environment.  Referred  to  as  the  portfolio  management 
approach,  the  concept  is  meant  to  assure  the  con¬ 
tinuous  supervision  of  national  banks.  The  rapidly 
changing  and  increasingly  complex  nature  of  banking 
led  the  OCC  to  adopt  this  approach  and  to  move  away 
from  “snapshot”  bank  examination  techniques  that  had 
been  used  by  the  OCC  for  some  1 25  years.  Continuous 
supervision  aims  to  assure  that  each  bank  gets  the  level 


of  supervision  it  needs,  when  it  needs  it,  so  that 
problems  are  identified  and  dealt  with  while  still  in  their 
early  stages. 

Continuous  supervision  requires  OCC  bank  examiners 
to  maintain  frequent  —  formal  and  informal  —  contacts 
with  national  banks  so  as  to  monitor  and  analyze  the 
conditions  in  their  assigned  portfolio  of  banks.  Thus, 
primary  supervisory  responsibility  for  each  bank  rests 
with  the  examiner  (or  team  of  examiners)  who  is  the 
focal  point  for  all  information  about  the  condition  of  the 
assigned  banks. 

Maintaining  frequent  contacts  with  the  assigned  banks 
puts  the  supervising  examiner  in  the  best  position  to 
recognize  changes  in  a  bank’s  environment  or  opera¬ 
tions.  This  examiner  is  also  in  the  best  position  to  judge 
whether  these  changes  are  within  the  capacity  of  the 
bank  to  manage,  or  whether  they  are  likely  to  have  an 
adverse  effect.  As  portfolio  manager,  the  supervising 
examiner  also  developes  and  carries  out  an  annual 
examination  strategy  tailored  to  the  risks  in  each  of  the 
banks  in  the  examiner’s  portfolio. 

Identification  of  Problems  Facing  Financial 
Institutions 

During  the  1980s,  more  commercial  banks  failed  in  the 
United  States  than  in  the  preceding  four  decades  com¬ 
bined.  Because  serious  economic  difficulties  existed 
during  these  years  in  sectors  such  as  agriculture, 
energy,  and  real  estate,  many  commentators  have  con¬ 
cluded  that  the  bank  failures  were  the  result  of  these 
economic  problems. 

Although  the  economy  certainly  plays  a  role  in  the 
condition  of  the  financial  services  industry,  the  OCC 
has  found  that  well-managed  banks  tend  to  survive 
while  less  well-managed  banks  often  fail  during 
periods  of  adverse  economic  conditions.  About  three 
years  ago,  the  agency  analyzed  a  large  sample  of 
failed,  rehabilitated,  and  successful  national  banks 
and  concluded  that  the  policies  and  procedures  of  a 
bank’s  board  of  directors  and  management  are  more 
important  factors  than  economic  conditions  in  deter¬ 
mining  whether  a  bank  will  succeed  or  fail  In  other 
words,  poor  management  and  other  internal  weak¬ 
nesses  are  the  common  denominator  of  failed  and 
problem  banks. 
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sufficient  management  information  systems; 


There  are  many  ways  for  a  bank  to  get  into  trouble,  and 
the  bank  examiner  must  monitor  and  evaluate  all  of 
them  Inadequate  loan  policies,  insufficient  problem 
loan  identification  systems,  and  faulty  systems  to 
monitor  compliance  with  internal  policies  and  banking 
laws  often  play  significant  roles  in  problem  and  failed 
bank  situations  Other  factors  include  overly  aggres¬ 
sive  behavior  by  management  or  directors,  resulting  in 
imprudent  and  excessive  loan  growth  supported  by 
volatile  funding  sources.  Insider  abuse  and  fraud  can 
also  be  significant  sources  of  problems  in  banks, 
whether  directly  involving  directors,  senior  manage¬ 
ment,  or  principal  shareholders,  or  relating  to  their 
failure  to  provide  adequate  oversight  and  control. 

Although  the  OCC's  study  identified  all  of  these 
problems  in  its  review  of  failed  banks,  some  factors, 
such  as  insider  abuse  and  fraud,  were  less  pervasive 
than  previously  assumed.  However,  poor  asset  quality 
that  eventually  erodes  a  bank’s  earnings  and  capital 
remained  a  common  denominator  in  problem  bank 
cases.  Hence  one  of  the  bank  examiner's  highest 
priorities  should  be  to  analyze  asset  quality  at  a  bank 
to  detect  weakened  portfolios  as  soon  as  possible. 
Unfortunately,  by  the  time  those  problems  become 
evident,  the  bank  may  already  be  headed  for  serious 
trouble.  That  is  why  the  OCC  has  identified  key  warning 
signals  to  help  its  examiners,  and  national  banks,  spot 
potential  problems  at  an  early  stage. 

Warning  Signs  in  Problem  Banks 

1 .  Uninformed  or  inattentive  board  and  management 

In  the  United  States,  a  bank's  board  of  directors  is 
ultimately  responsible  for  the  conduct  of  a  bank's 
affairs.  The  quality  of  a  bank  depends  on  the  board's 
experience,  capability,  judgment,  and  integrity.  The 
board  controls  the  bank’s  direction  and  determines 
how  the  bank  will  go  about  its  business.  A  board 
must  be  strong,  independent,  and  actively  involved 
in  the  bank’s  affairs.  This  includes  being  well-in¬ 
formed  on  a  current  basis  about  the  affairs  of  the 
bank.  The  board  must  maintain  control  but  leave 
managing  the  bank  to  management.  OCC  ex¬ 
aminers  inform  the  board  of  directors  that  it  is  its 
responsibility  to  ensure  that  the  bank  has: 

•  competent  management; 

•  appropriate  plans,  policies,  and  procedures 
in  place; 

•  adequate  internal  controls, 

•  satisfactory  audit  procedures; 


•  adequate  problem  loan  identification  sys¬ 
tems;  and 

•  good  asset  and  liability  management  policies. 

The  board  must  also  oversee  the  bank’s  business 
performance  and  ensure  that  the  bank  serves  the 
credit  needs  of  its  community  as  required  by  the 
Community  Reinvestment  Act. 

2.  Overly  aggressive  board  or  management 

When  aggressive  growth  by  a  bank  is  not  combined 
with  well-established  management,  policies,  and 
controls,  the  bank  may  develop  lax  lending  policies, 
asset  quality  problems,  and  funding  and  liquidity 
difficulties. 

3.  Weak  or  abusive  chief  executive  officer 

One  of  the  most  important  factors  in  the  success  or 
failure  of  a  bank  is  the  chief  executive  officer  (CEO). 
The  CEO  who  lacks  capability,  experience,  or  in¬ 
tegrity  warns  bank  examiners  to  be  wary  of  the 
potential  for  future  bank  problems. 

4.  Poor  lending  practices 

Poor  lending  practices  can  portend  severe 
problems  in  the  future  if  corrective  measures  are  not 
taken.  Granting  credit  apart  from  normal  underwrit¬ 
ing  standards,  missing  financial  statements,  and 
poor  collateral  documentation  are  examples  of 
potential  threats  to  the  overall  condition  of  a  bank. 
Overlending,  or  straining  the  debt  service  capability 
of  borrowers,  and  insufficient  cash-flow  analysis  are 
other  examples.  Excessive  collateral-based  lending, 
concentrations  of  credit,  and  out-of-area  lending 
also  ring  warning  bells  among  examiners. 

5.  Insider  abuse  and  fraud 

When  looking  for  potential  problems,  bank  ex¬ 
aminers  also  check  for  insider  abuse  involving  self¬ 
dealing  and  inappropriate  transactions  with 
affiliates,  and  fraud,  such  as  the  presence  of  fic¬ 
titious  loans.  Paying  excessive  bonuses,  salaries, 
fees,  and  commissions  to  bank  insiders  or  their 
related  interests  also  raises  concerns. 

OCC's  Examination  Force 

The  OCC  places  a  team  of  examiners  on  a  full-time 
basis  in  its  largest  banks.  Other  national  banks  receive 
ongoing  and  continuous  supervision.  In  addition  to 


maintaining  frequent  contact  with  assigned  banks, 
bank  examiners  analyze  bank-prepared  reports, 
usually  with  the  aid  of  sophisticated  computer 
programs,  and  they  make  peer  group  comparisons,  to 
identify  potential  problems  at  individual  institutions. 

The  OCC’s  specialized  computer  programs  currently 
perform  financial  analyses  and  comparisons  of  ap¬ 
proximately  3,800  national  community  banks  with  less 
than  $1  billion  in  assets.  Some  examiners  use  this 
analysis  to  identify  areas  they  need  to  review.  Others 
use  it  to  verify  information  about  a  particular  bank.  Still 
others  use  it  to  analyze  affiliate  banks  which  they  do  not 
directly  supervise.  Bank  examiners  use  this  financial 
analysis  program  each  quarter  to  keep  the  OCC  in¬ 
formed  of  potentially  adverse  trends  in  a  bank’s  finan¬ 
cial  profile,  and  to  indicate  when  a  bank  is  diverging 
significantly  in  performance  from  others  in  its  peer 
group. 

Financial  statement  composition  and  performance 
trends,  when  compared  to  similar  banks,  will  reveal 
anomalies  at  individual  banks  that  should  be  inves¬ 
tigated.  Although  deviation  from  peer  numbers  is  not 
inherently  bad  and  often  indicates  positive  as  well  as 
negative  conditions,  the  analysis  should  cover,  at  a 
minimum,  earnings,  interest  margins,  non-interest  in¬ 
come  and  expense,  capital  adequacy,  asset  quality, 
liquidity  and  funding,  and  balance  sheet  composition 
and  growth  trends.  Separate  analysis  of  industries  and 
economic  sectors  also  helps  identify  banks  whose 
exposure  to  troubled  sectors  of  the  economy  could 
cause  problems. 

On-Site  Examination 

Although  many  countries  regard  an  on-site  examination 
as  supplementary,  politically  difficult,  or  perhaps  even 
a  luxury,  the  United  States  sees  bank  examinations  as 
the  backbone  of  good  bank  supervision.  An  examina¬ 
tion  can  reveal  weaknesses  that  cannot  be  detected 
through  off-site  analysis;  it  can  also  deter  undesirable 
bank  practices.  Bank  examinations  can  be  comprehen¬ 
sive  in  scope,  or  they  may  only  address  specific  areas 
of  concern. 

In  this  current  environment  of  concern  in  the  United 
States  about  the  condition  of  banks,  the  OCC  has 
substantially  increased  the  number  of  staff  permanently 
assigned  to  the  larger  national  banks.  Since  examina¬ 
tions  are,  of  course,  no  better  than  the  quality  and 
experience  of  its  examiners,  the  OCC  also  devotes 
considerable  resources  to  assure  that  its  staff  is  ade¬ 
quately  trained  and  frequently  retrained. 

After  the  examination  is  completed,  OCC's  bank  ex¬ 
aminers  prepare  a  report  of  examination.  This  report 


becomes  the  vehicle  for  evaluating  the  condition  of  the 
bank  and  is  shared  with  the  bank's  board  and  manage¬ 
ment  in  discussions  about  measures  or  remedial  ac¬ 
tions  which  may  be  necessary  to  correct  deficiencies 
uncovered  during  the  examination. 

OCC’s  bank  examiners  record  their  overall  evaluation 
of  a  bank’s  condition  under  a  composite  numerical 
rating  system  using  the  acronym  "CAMEL’’  —  capital, 
assets,  management,  earnings,  and  liquidity  —  each 
of  which  plays  a  role  in  establishing  the  bank's  health 
and  viability.  The  OCC  assigns  the  healthiest  banks  a 
rating  of  “1";  if  problems  are  detected,  the  numerical 
rating  rises  —  along  with  OCC’s  concerns. 

The  relatively  few  national  banks  assigned  a  “4"  or  "5" 
rating  achieve  the  dubious  distinction  of  being  desig¬ 
nated  "problem  banks."  The  OCC  closely  supervises 
these  banks,  expending  significant  efforts  to  get  the 
managements  of  these  banks  to  take  necessary 
rehabilitative  actions. 

There  are  currently  approximately  375  national  banks 
on  the  problem  bank  list,  out  of  a  total  of  about  4,000. 
Although  the  number  of  national  banks  on  the  list  is 
larger  than  in  the  past,  the  number  of  actual  failures  has 
been  declining.  The  OCC  has  found  that  it  is  possible 
to  bring  a  bank  back  from  the  brink  of  failure  to  a  healthy 
condition  after  a  period  of  several  years.  It  has  also 
found  that  a  problem  bank  must  undertake  fundamental 
corrective  actions  —  sometimes  including  changing 
bank  management. 

The  Remedial  Process  —  Active  Management 
of  Problems 

When  bank  problems  are  identified  and  discussed 
with  bank  management  —  and  this  can  even  be  in  a 
“1"  rated  bank  —  corrections  usually  can  be  made, 
and  the  problems  solved,  by  bank  management  it¬ 
self. 

A  problem  bank  may  be  rehabilitated  by: 

•  changes  in  management; 

•  improved  banking  practices; 

•  changes  in  banking  philosophy; 

•  increased  capitalization;  or, 

•  improved  economic  conditions. 

Most  of  these  changes  can  be  initiated  by  the  bank 
itself;  however,  stronger  medicine  must  sometimes  be 
administered  by  the  bank’s  supervisor. 
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As  you  know,  the  U  S  is  a  highly  legalized  society  and 
the  United  States  tends  to  address  problems  through 
its  legal  system  Historically  in  the  U.S.,  and  currently 
in  many  countries,  supervisory  authority  has  been 
based  on  moral  suasion.  When  moral  suasion  works,  it 
is  perfectly  acceptable  However,  in  the  U  S.  it  is  difficult 
to  "bite  without  big  teeth”  in  the  form  of  legally  enforce¬ 
able  remedies.  As  a  result,  even  though  a  great  deal  is 
still  accomplished  in  our  system  merely  by  pointing  out 
the  problems  to  bank  management,  U  S.  supervisors 
have  also  accumulated  considerable  legal  authority  to 
deal  with  problem  bank  situations. 

The  formal  corrective  process  is  progressive  in  nature, 
often  beginning  with  a  letter  of  commitment  by  a  bank’s 
board  of  directors.  If  the  problem  is  not  corrected,  a 
memorandum  of  understanding,  a  legally  enforceable 
formal  agreement,  or  even  a  court-sanctioned  cease 
and  desist  order  may  be  required.  At  various  stages,  a 
civil  money  penalty  may  also  be  employed.  U.S.  super¬ 
visors  also  have  the  authority  to  remove  bank  officers 
or  directors  under  certain  circumstances. 

Action  against  a  bank  or  an  individual  is  determined  on 
a  case-by-case  basis,  giving  consideration  to  the  need 
to  correct  the  current  violation  and  to  prevent  future 
problems.  The  seriousness  of  the  safety  and  sound¬ 
ness  concerns  and  the  violations  of  law,  as  well  as  the 
bank’s  history  of  cooperation  in  working  out  problems, 
are  key  factors  in  determining  what  remedial  action  to 
take. 

A  bank  is  usually  advised  that  an  administrative  action 
is  being  considered  when  the  examiner  in  charge  of  the 
bank’s  examination  meets  with  bank  management  and 
the  board  of  directors  at  the  conclusion  of  an  examina¬ 
tion.  If  an  action  is  pursued,  a  meeting  will  be  arranged 
with  the  board  of  directors  who  will  be  given  a 
reasonable  amount  of  time  to  discuss  alternatives. 
Good  faith  discussions  generally  permit  identifying 
realistic  methods  to  restore  a  bank  to  good  condition. 

The  board  of  directors  is  ultimately  responsible  for 
seeing  that  a  bank  complies  with  a  remedial  action.  It 
may  either  consent  to  comply  with  the  items  in  the 
proposed  document  or  choose  a  legal  administrative 
proceeding.  A  remedial  action  is  terminated  when  the 
supervisor  determines  that  the  overall  condition  of  the 
bank  is  significantly  improved,  and  the  bank  has  sub¬ 
stantially  complied  with  the  terms  of  the  required  action. 

Conclusion 

In  closing,  I  would  like  to  return  to  the  OCC  review  of 
problem  bank  cases  in  the  1980s  to  underscore  that 
if  is  possible  to  manage  a  problem  bank  back  to 
health 


The  OCC’s  study  evaluated  171  failed,  51  rehabilitated, 
and  38  healthy  banks  to  identify  the  difficulties  and 
conditions  that  result  in  problem  and  failed  banks.  We 
examined  the  relative  importance  of  external  economic 
causes  compared  with  internal  managerial  factors  and 
found  that  the  latter  can  have  a  fundamental  influence 
on  the  extent  to  which  an  adverse  external  environment 
harms  the  bank.  Our  sample  included  banks  that  failed 
in  reasonably  good,  as  well  as  in  bad,  economic  en¬ 
vironments.  It  also  included  banks  that  recovered  from 
problems,  and  others  that  remained  healthy  in  bad 
economic  environments. 

The  difference  between  the  failed  banks  and  those  that 
remained  healthy  or  recovered  from  problems  was  the 
caliber  of  management.  Banks  succeeded  by  estab¬ 
lishing  and  adhering  to  policies  that  would  see  them 
through  both  good  and  bad  economic  times.  While  the 
managements  of  these  banks  were  not  without 
problems,  they  tended  to  have  problems  in  fewer  areas, 
rather  than  difficulties  in  all  areas,  as  did  most  of  the 
failed  banks. 

In  follow-up  interviews,  the  CEOs  and  board  chair¬ 
men  of  successful  banks  without  exception  em¬ 
phasized  the  importance  of  an  active  and  involved 
board  of  directors.  They  said  the  board  and  manage¬ 
ment  should  work  together  within  well-specified  roles 
to  establish  realistic  goals  and  a  strategic  plan  for  the 
bank.  In  other  areas,  the  interviews  revealed  that 
these  bankers  generally  had  a  well-conceived  bank¬ 
ing  philosophy.  They  had  formal,  written  policies  in 
place.  They  kept  lending  limits  low  for  all  bank  of¬ 
ficers  from  the  CEO  down.  They  established  clear 
rules  for  documentation,  collateral,  and  other  lending 
procedures,  and  compliance  was  monitored  through 
well-established  review  processes. 

Perhaps  most  important,  given  the  troubled  economic 
regions  in  which  they  operated,  these  bankers  em¬ 
phasized  profitability  and  conservative  lending,  even  at 
the  expense  of  growth.  Each  of  the  bankers  interviewed 
pointed  to  the  overly  aggressive  pursuit  of  growth, 
especially  among  recently  established  banks,  as  a 
major  weakness  in  the  troubled  banks  in  their  areas.  In 
the  case  of  rehabilitated  banks,  their  improvement  cor¬ 
related  closely  with  management  decisions  and  tech¬ 
nical  implementation  of  steps  to  establish  the  positive 
elements  endorsed  by  these  successful  bankers. 
Those  steps  in  turn  were  frequently  identified  by  and 
conveyed  to  management  by  bank  supervisors. 

In  summary,  our  experience  has  shown  that  a  combina¬ 
tion  of  both  preventive  and  remedial  tools,  when  these 
are  articulated  in  law  and  regulation,  can  effectively 
deter  the  development  of  problem  financial  institutions 
That  framework  can  also  help  to  manage  the  rehabilita- 
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tion  of  institutions  which  do  develop  significant 
problems. 

In  the  end,  however,  the  U.S.  tries  to  allow  room  for  a 
free-  market  system  to  operate.  Entry  into  the  banking 
business  is  relatively  easy,  and  many  new  banks  are 
chartered  each  year.  As  in  any  new  business,  some 


new  banks  will  not  be  successful.  Just  as  banks  are 
allowed  relatively  free  entry  into  the  market,  U  S 
regulatory  authorities  believe  that  a  bank  should  be 
allowed  to  change  course  (whether  by  merger,  acquisi¬ 
tion,  or  liquidation)  if  it  is  not  successful  —  and  some 
are  not. 
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Interpretive  Letters* 

546  —  January  9,  1991 

Your  letter  of  November  2,  1990,  addressed  to  the 
district  counsel  has  been  referred  to  me  for  response. 
In  your  letter,  you  have  requested  a  legal  opinion  con¬ 
cerning  the  restatement  of  the  Consolidated  Reports  of 
Condition  and  Income  (call  reports). 

Briefly,  the  facts  are  as  follow.  In  November  of  1989,  the 
Office  of  the  Comptroller  of  the  Currency  (OCC)  per¬ 
formed  an  examination  of  ***  (bank).  During  the  ex¬ 
amination,  the  OCC  examiners  determined  that  an 
increase  in  the  bank’s  provision  for  the  Allowance  for 
Loan  and  Lease  Losses  (ALLL)  was  required.  As  a 
result,  the  bank  was  requested  to  file  a  revised  call 
report  for  the  period  ending  September  30,  1989.  In 
your  letter,  you  note  that  the  original  call  report  was  duly 
signed  and  attested  by  the  appropriate  officers  and 
directors  as  to  the  accuracy  and  correctness  of  the 
report.  It  is  your  position  that  the  filing  of  an  amended 
call  report  which  is  similarly  attested  could  result  in 
potential  liability  to  the  attesting  officers  and  directors, 
since  it  would  imply  that  they  did  not  believe  that  the 
original  call  report  was  accurate  and  correct.  You  have 
therefore  requested  an  opinion  as  to  whether  the  bank 
must  file  an  amended  call  report. 

Twelve  U.S.C.  161  pertains  to  the  filing  by  national 
banks  of  call  reports  with  the  OCC.  The  statute  express¬ 
ly  imposes  four  procedural  requirements  on  national 
banks  and  their  directors  and  officers.  First,  national 
banks  must  file  with  the  OCC,  on  a  periodic  basis, 
regular  call  reports  and  any  special  reports  requested. 
The  reports  must  be  in  the  form,  and  contain  the  infor¬ 
mation,  prescribed  by  the  OCC.  Also,  the  reports  must 
be  filed  timely,  in  accordance  with  the  dates  estab¬ 
lished  by  the  OCC.  Second,  the  bank  officer  desig¬ 
nated  by  the  board  of  the  bank  must  declare  that  the 
report  is  true  and  correct  to  his  best  knowledge  and 
belief.  Third,  three  directors  also  must  attest  that  the 
report  is  true  and  correct  to  their  best  knowledge  and 
belief.  Finally,  call  reports,  as  submitted  to  the  OCC, 
must  be  published  in  a  newspaper  in  the  bank's  locality. 
See  12  U.S.C.  161(a).  These  reports  serve  to  inform  the 
Comptroller  of  the  resources  and  liabilities  of  individual 
banks  on  a  particular  day  at  the  end  of  each  calendar 
quarter,  and  thus  aid  the  Comptroller  to  supervise  in¬ 
dividual  banks  and  to  regulate  the  national  banking 
system.  The  reports  also  enable  bank  depositors, 
shareholders,  investors,  and  other  members  of  the 
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public  to  ascertain  the  true  condition  of  a  bank  and  to 
determine  whether  to  do  business  with  or  invest  in  the 
bank. 

The  statutory  language  does  not  expressly  require  that 
a  call  report  be  accurate.  However,  the  courts  have 
generally  held  that  such  a  requirement  follows  by  im¬ 
plication.  See  Yates  v.  Jones  National  Bank ,  206  U  S 
158  (1907).  In  determining  whether  a  call  report  com¬ 
plies  with  the  accuracy  requirement  of  12  U.S.C.  161, 
the  OCC  relies  on  the  instructions  for  preparing  the  call 
report  which  are  issued  by  the  Federal  Financial  Institu¬ 
tions  Examination  Council  (FFIEC),  which  is  composed 
of  the  bank  supervisory  agencies.  National  banks  must 
prepare  and  file  their  call  reports  in  accordance  with 
the  instructions.  See  12  CFR  4.1 1(b).  The  bank  in  this 
case  is  required  to  follow  the  direction  provided  by  the 
instructions  in  FFIEC  034,  which  pertains  to  banks  with 
domestic  offices  only  and  assets  of  less  than  $100 
million.  The  instructions  require  that  a  bank’s  call  report 
“reflect  a  fair  presentation  of  the  bank’s  financial  condi¬ 
tion  and  results  of  operations.”  See  FFIEC  034,  p.  3.  The 
instructions  further  provide  that  if  a  bank’s  primary 
supervisory  authority  determines  that  submitted  call 
reports  contain  significant  errors,  that  authority  may 
require  the  filing  of  amended  call  reports.  See  Id.,  p.  4. 
Therefore,  if  the  OCC  determines  that  a  call  report 
submitted  by  a  national  bank  contains  significant  errors, 
and  does  not  reflect  a  fair  presentation  of  the  bank's 
condition,  the  OCC  may  require  the  bank  to  submit  an 
amended  report.  This  requirement  is  reasonable  and 
consistent  with  legal  principles,  in  light  of  the  foregoing 
statutory  authority  and  the  purposes  which  are  served 
by  the  call  reports. 

The  filing  of  an  amended  call  report  by  the  bank  in  this 
case  would  not,  under  normal  circumstances,  create 
liability  for  the  officer  and  directors  who  attest  to  the 
correctness  of  the  report.  A  bank  official  signing  a  call 
report  does  not  violate  the  law,  and  is  not  subject  to  civil 
money  penalties  or  other  liability,  if  the  report  is  true  and 
correct  to  the  best  of  his  knowledge  and  belief,  at  least 
where  that  knowledge  and  belief  are  reasonable.  Of 
course,  if  it  is  determined  that  the  official  knowingly 
attested  a  false  or  inaccurate  report,  he  may  be  liable 
civilly  for  damages  under  12  U.S.C.  93(a). 

Finally,  it  should  be  noted  that  the  submission  of  a  call 
report  that  is  false,  misleading,  or  not  timely  filed  con¬ 
stitutes  a  violation  on  the  part  of  the  bank,  and  may 
result  in  the  imposition  of  administrative  sanctions  as 
well  as  civil  penalties.  See  12  U.S.C.  164.  181(b)(1). 
This  is  due  to  the  fact  that  while  existing  case  law 
construing  12  U.S.C.  161  imposes  a  scienter  require¬ 
ment  in  determining  the  civil  liability  of  a  director  or 
officer  in  such  a  case  (see,  e  g  ,  Jones  National  Bank 
v.  Yates ,  240  U.S.  541  (1916)),  neither  12  U  SC  161 
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nor  12  U.S.C.  1818(b)(1)  expressly  imposes  a  knowing 
standard  regarding  the  responsibility  of  banks  to  file 
call  reports  The  authority  of  the  Comptroller  to  impose 
a  cease  and  desist  order  for  a  violation  of  12  U.S.C.  161 
has  been  upheld  by  the  courts.  See  First  National  Bank 
of  Gordon  v  Department  of  the  Treasury ,  911  F.2d  57 
(8th  Cir  1990);  Northwest  National  Bank  v.  Department 
of  the  Treasury,  917  F.2d  1111  (8th  Cir.  1990). 

Stephen  B.  Brown 
Senior  Attorney 

★  ★  ★ 

547 —  February  19,  1991 

This  is  in  response  to  your  letter  of  November  23,  1 990, 
in  which  you  request  extensions  of  the  holding  periods 
for  certain  securities  acquired  by  ***  (bank)  under  its 
authority  to  acquire  personal  property  in  satisfaction  of 
debts  previously  contracted  (DPC).  Based  upon  the 
facts,  as  described  in  your  November  23  letter  and 
subsequent  letters  dated  November  26,  1990,  and 
February  11,  1991,  to  Joseph  E.  Vaez,  Multinational 
Field  Director  -  San  Francisco,  Office  of  the  Comptroller 
of  the  Currency  (OCC),  approval  is  granted  for  the  bank 
to  hold  the  specified  securities  for  the  additional  time 
periods  requested. 

The  statutory  basis  for  a  national  bank  to  acquire 
property  DPC  is  1 2  U.S.C.  29  and  24  (Seventh).  Section 
29  of  12  U.S.C.  permits  national  banks  to  acquire  real 
property  in  satisfaction  of  debts  previously  contracted. 
Through  analogy  to  12  U.S.C.  29,  the  courts  have 
interpreted  the  incidental  powers  of  national  banks 
granted  in  12  U.S.C.  24  (Seventh)  to  authorize  the 
acquisition  and  holding  of  personal  property,  such  as 
stock  or  securities,  in  satisfaction  of  debts  previously 
contracted.  See  First  National  Bank  of  Charlotte  v. 
National  Exchange  Bank  of  Baltimore,  92  U  S.  122,  127 
(1875);  Atherton  v.  Anderson,  86  F.2d  518,  525  (6th  Cir. 
1936),  revd  on  other  grounds,  302  U.S.  643  (1937). 

Real  property  acquired  DPC  under  12  U.S.C.  29  is 
subject  to  various  limitations  and  is  generally  subject  to 
a  five  year  statutory  holding  period.  See  12  CFR  7.3025. 
By  analogy  to  the  real  estate  context,  the  OCC  has 
consistently  applied  similar  limitations  to  personal 
property  or  stock  acquired  DPC,  including  application 
of  the  five  year  holding  period  See  Comptroller's  Eland - 
book  for  National  Bank  Examiners,  section  203.1 
(February  1982) 

However  the  OCC  is  authorized  under  12  U.S.C.  29  to 
approve,  upon  application,  a  national  bank's  posses¬ 
sion  of  real  property  for  up  to  an  additional  five  years 
beyond  the  original  five  year  period  See  Pub  L  96- 


221,  Title  VII,  701(a),  94  Stat.  186  (1980).  Because  the 
holding  period  restrictions  for  DPC  securities  have 
been  traditionally  based  on  an  analogy  to  the  holding 
period  restrictions  applicable  to  real  property  acquired 
DPC,  it  is  reasonable  to  extend  this  analogy  to  requests 
for  extension  of  the  holding  period  applicable  to 
securities  acquired  DPC.  Consistent  with  the  standards 
prescribed  for  real  estate  in  12  U.S.C.  29,  approval  of 
such  requests  will  be  dependent  upon  the  national 
bank’s  showing  that  it  has  made  a  good  faith  attempt  to 
dispose  of  the  DPC  securities  within  the  five  year 
period,  or  that  disposal  within  the  initial  five  year  period 
would  be  detrimental  to  the  bank.  See  OCC  No-Objection 
Letter  No.  89-1  (January  25  1989),  reprinted  in  Fed. 
Banking  L.  Rep.  (CCH)  83,009. 

With  respect  to  each  of  the  bank’s  securities  holdings 
for  which  you  are  requesting  holding  period  extensions, 
you  represent  that  no  reasonable  opportunity  for  dis¬ 
posal  has  been  found  and  that  the  extensions  are 
necessary  if  “any  economic  value”  is  to  be  realized.  You 
also  represent  that  each  of  the  securities  positions 
described  in  your  November  23  letter  is  carried  on  the 
bank’s  books  at  the  nominal  value  of  $1 .00.  In  addition, 
you  have  provided  the  following  descriptions  of  the 
DPC  securities  in  question: 

1 .  ***.  Warrants  to  acquire  19,320  shares  of  com¬ 
mon  stock  at  $6.33  per  share.  You  represent  that 
the  current  price  of  ***’s  common  stock  is  below 
the  warrant  exercise  price.  The  warrants  were 
acquired  on  February  8,  1984,  and  expired  on 
February  8,  1991.  The  bank  requests  an  extension 
of  the  holding  period  until  this  expiration  date. 

2.  ***.  325,000  shares  of  preferred  stock,  the 
issuer  of  which  is  in  bankruptcy  proceedings.  You 
represent  that  there  is  no  secondary  market  for  the 
stock  (i.e. ,  no  broker  is  soliciting  offers  to  sell  the 
shares),  and  that  the  bank  has  attempted,  without 
sucess,  to  sell  the  shares  to  certain  affiliates  of  ***. 
The  bank  acquired  the  shares  on  June  26,  1985, 
and  requests  an  extension  of  the  holding  period 
until  June  26,  1995. 

3.  ***.  1,100  shares  of  preferred  stock  that  was 
issued  only  to  creditors  of  ***.  You  represent  that 
there  is  no  current  market  for  the  stock  and  that 
the  issuer  has  indicated  an  intent  to  redeem  these 
shares  during  1991  or  1992.  The  bank  acquired 
the  shares  on  May  11,  1985,  and  requests  an 
extension  of  the  holding  period  until  May  1 1 ,  1995 

4.  ***.  Warrants  to  acquire  38,440  shares  of  com¬ 
mon  stock  at  $7.67  per  share  and  warrants  to 
acquire  19,332  shares  at  $7.65  per  share.  You 
represent  that  the  current  price  of  ***’s  common 


stock  is  below  the  warrant  exercise  prices.  The 
warrants  were  acquired  on  February  1 ,  1985,  and 
May  1,  1985,  respectively,  and  will  expire  on 
February  1,  1995,  and  May  1,  1995,  respectively. 
The  bank  requests  extension  of  the  holding 
periods  until  the  warrant  expiration  dates. 

Based  upon  the  information  that  you  have  provided,  the 
bank  is  granted  approval  to  hold  each  of  the  above 
securities  for  the  time  periods  specified.  It  appears  that 
disposal  during  the  initial  five  year  period  would  have 
been  detrimental  to  the  bank.  You  are  reminded  that  the 
bank  is  obligated  to  dispose  of  the  DPC  securities  as 
soon  as  possible,  and  prior  to  the  expiration  of  the 
holding  period,  if  it  can  recover  the  amount  of  the 
original  indebtedness  without  loss.  It  is  my  under¬ 
standing  from  your  letter  dated  February  1 1 ,  1991 ,  that 
the  bank  is  considering  using  a  brokerage  firm  that 
specializes  in  locating  buyers  for  securities  that  lack  a 
secondary  market  to  assist  in  the  disposition  of  the 
subject  DPC  stock. 

Finally,  in  response  to  your  inquiry,  please  be  advised 
that  the  holding  period  for  DPC  property  is  inapplicable 
to  stock  warrants  acquired  by  a  national  bank  as  part 
of  a  loan  transaction  under  1 2  CFR  7.731 2  (loan  agree¬ 
ment  providing  for  share  in  profits,  income,  or  earn¬ 
ings).  Therefore,  assuming  that  the  bank  is  in 
compliance  with  the  requirements  of  12  CFR  7.7312,  it 
is  unnecessary  for  the  bank  to  obtain  the  OCC’s  ap¬ 
proval  for  the  continued  holding  of  the  ***  and 
warrants  described  in  your  November  23  letter. 

Peter  Liebesman 

Assistant  Director 

Legal  Advisory  Services  Division 

It  it  it 


548  —  March  27,  1991 

I  am  writing  in  response  to  your  letter  of  October  19, 
1989.  in  which  you  seek  a  no-objection  letter  from  the 
Office  of  the  Comptroller  of  the  Currency  (OCC)  to  the 
use  by  ***  (bank)  of  three  particular  types  of  instruments 
to  collateralize  trust  funds  in  accordance  with  12  CFR 
9.10(b),  which  allows  a  bank  to  use  in  another  depart¬ 
ment  of  the  bank  trust  funds  awaiting  investment  or 
distribution  if  those  funds  are  secured  by  proper  col¬ 
lateral.  Specifically,  you  have  inquired  about  the  per¬ 
missibility  of  U.S.  Government  STRIPS  (STRIPS), 
certificates  of  deposit  (CDs),  and  commercial  paper  as 
collateral  for  these  purposes.  Based  upon  my  analysis 
of  your  proposal  and  OCC  precedent,  STRIPS  are 


permissible  collateral;  however,  CDs  and  commercial 
paper  may  or  may  not  be  permissible  as  discussed 
more  fully  below.  Therefore,  I  am  unable  to  issue  an 
unqualified  no-objection  letter  as  you  request 

The  relevant  portions  of  12  CFR  9.10(b)  provide  that 

Funds  held  in  trust  by  a  national  bank  awaiting 
investment  or  distribution  may,  unless  prohibited 
by  the  instrument  creating  the  trust  or  by  local  law. 
be  deposited  in  the  commercial  or  savings  or 
other  department  of  the  bank:  Provided.  That  it 
shall  first  set  aside  under  control  of  the  trust 
department  as  collateral  security: 

(1)  Direct  obligations  of  the  United  States,  or 
other  obligations  fully  guaranteed  by  the 
United  States  as  to  principal  and  interest;  or 

(2)  Readily  marketable  securities  of  the  classes 
in  which  state  banks  exercising  fiduciary 
powers  are  authorized  or  permitted  to  invest 
trust  funds  under  the  laws  of  the  state  in  which 
such  national  bank  is  located;  or 

(3)  Other  readily  marketable  securities  that 
qualify  as  investment  securities  pursuant  to 
the  investment  securities  regulation  of  the 
Comptroller  of  the  Currency,  12  CFR,  chapter 
1 ,  part  1  .  .  .  . 

STRIPS  qualify  as  permissible  collateral  for  trust 
deposits  under  12  CFR  9.10(b)(1)  and  (3)  STRIPS 
qualify  under  12  CFR  9.10(b)(1)  because  "STRIPS  are 
considered  a  direct  obligation  of  the  U.S.  Government 
and  are  therefore  acceptable  collateral  for  trust 
deposits.”  OCC  Fiduciary  Precedent  9.2730,  Comp¬ 
troller’s  Handbook  for  Fiduciary  Activities ,  September 
1990  (Revised).  See  also  OCC  Interpretive  Letter  No. 
514,  reprinted  In,  5  Fed.  Banking  L.  Rep.  (CCH)  60,428 
(June  25,  1986). 

Additionally,  STRIPS  qualify  under  12  CFR  9  10(b)(3). 
In  this  category,  “[sjecurities  must  qualify  as  investment 
securities  pursuant  to  the  investment  securities  regula¬ 
tion  12  CFR  1,  be  readily  marketable,  and  meet  the 
investment  quality  guidelines  established  by  Banking 
Circular  No.  127.”  OCC  Fiduciary  Precedent  9.2740, 
Comptroller's  Handbook  for  Fiduciary  Activities,  Sep¬ 
tember  1990  (Revised).  This  fiduciary  precedent  ex¬ 
pressly  states  that  “[ajcceptable  securities  would 
include:  ....  STRIPS  ....  Id." 

With  the  advent  of  the  book-entry  system,  the  super¬ 
visory  concerns  about  the  ready  marketability  of 
STRIPS,  which  were  expressed  in  Trust  Banking  Cir¬ 
cular  No.  5,  diminished 
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[UJnlike  previously  issued  zero-coupon  instru¬ 
ments  collateralized  by  interests  in  definitive 
securities,  the  U  S.  Government  securities  under¬ 
lying  the  STRIPS  program  are  uniformly  main¬ 
tained  in  book  entry  form.  The  greater  degree  of 
practical  liquidity  and  the  increased  certainty  of 
investor  control  over  the  underlying  securities 
resulting  from  use  of  the  book-entry  system 
mitigates  many  of  our  supervisory  objections  to 
bank  investment  in  earlier  forms  of  zero-coupon 
instruments  collateralized  by  definitive  securities. 

OCC  Interpretive  Letter  No.  514,  reprinted  in,  5  Fed. 
Banking  L  Rep.  (CCH)  60,428  (June  25,  1986).  Thus, 
the  bank  may  collateralize  trust  deposits  with  U.S. 
Government  STRIPS. 

However,  as  a  cautionary  matter,  note  that  "U.S. 
Government  securities  which  have  unmatured  interest 
coupons  removed  are  considered  less  than  ’readily 
marketable'  for  the  purposes  of  12  CFR  9.10  and  are 
not  acceptable  as  collateral  for  trust  deposits,  unless 
such  securities  mature  within  a  year.”  OCC  Fiduciary 
Precedent  9.2730,  Comptroller's  Handbook  for 
Fiduciary  Activities,  September  1990  (Revised).  Addi¬ 
tionally,  "Treasury  receipts  such  as  CATS,  TIGRs  and 
other  similar  proprietary  receipts  in  which  the  purchaser 
does  not  own  the  U.S.  Government  obligation  are  not 
eligible  for  pledging  against  trust  deposits."  Id.  See 
also  OCC  Fiduciary  Precedent  9.2740,  Comptroller’s 
Handbook  for  Fiduciary  Activities,  September  1990 
(Revised). 

You  also  seek  approval  of  the  use  of  CDs  and  commer¬ 
cial  paper  as  collateral  for  trust  funds.  Twelve  CFR 
9. 1 0(b)(3)  applies  on  its  face  only  to  readily  marketable 
investment  securities  under  the  OCC’s  investment 
securities  regulation,  12  CFR  Chapter  1,  Part  1.  Al¬ 
though  CDs  and  commercial  paper  are  similar  in  cer¬ 
tain  respects,  as  you  note  in  your  letter,  to  investment 
securities,  these  instruments  are,  nonetheless,  not  in¬ 
vestment  securities  under  12  U.S.C.  24(Seventh)  and 
12  CFR  Part  1  As  drafted,  the  OCC’s  regulation  does 
not  permit  the  consideration  of  instruments  similar  to 
investment  securities  as  collateral  for  trust  deposits. 
The  OCC  could,  in  its  discretion,  amend  its  regulation 
to  permit  collateralization  of  trust  deposits  with  such 
similar  instruments,  but  the  agency  has  not  done  so. 
Also,  the  categories  of  permissible  collateral  are  con¬ 
tained  in  a  proviso,  a  fact  which  denotes  a  limitation  on 
their  scope.  Thus,  these  categories  are  construed  nar¬ 
rowly 

Under  Section  24(Seventh),  investment  securities 
means  marketable  obligations,  evidencing  indebted- 
r  ess  of  any  person,  copartnership,  association,  or  cor- 
porafior  m  the  form  of  bonds,  notes  and/or  debentures 


commonly  known  as  investment  securities  .  .  .  .  ”  See 
12  U.S.C.  24(Seventh).  Twelve  CFR  1.3(b)  defines  the 
term  investment  security  as  “a  marketable  obligation  in 
the  form  of  a  bond,  note,  or  debenture  which  is  com¬ 
monly  regarded  as  an  investment  security.” 

A  CD  is  outside  the  scope  of  these  definitions  because 
it  is  not  a  bond,  note,  or  debenture.  Rather,  a  CD  is  a 
deposit.  This  conclusion  is  reinforced  by  Marine  Bank 
v.  Weaver ,  455  U.S.  551  (1982),  which  held  that  the 
antifraud  provisions  of  the  federal  securities  laws  do  not 
apply  to  CDs  because  a  certificate  of  deposit  is  not  a 
security.  Thus,  CDs  are  not  regarded  as  investment 
securities. 

Similarly,  commercial  paper  is  not  an  investment 
security.  While  it  has  been  held  that  commercial  paper 
can  be  a  security  for  purposes  of  the  Banking  Act  of 
1933  (commonly  known  as  the  Glass-Steagall  Act),  ch. 
89,  48  Stat.  162  (1933),  not  all  securities  qualify  as 
investment  securities.  Commercial  paper  has  histori¬ 
cally  been  considered  to  be  a  loan,  not  an  investment 
security.  Indeed,  commercial  paper  is  exempt  from  the 
registration  requirements  of  the  federal  securities  laws. 
See  15  U.S.  C.  77c(a)(3).  Although  commercial  paper 
may  be  a  note,  and  for  some  purposes  a  security, 
commercial  paper  is  not  commonly  regarded  as  an 
investment  security. 

However,  CDs  and  commercial  paper  may  qualify  as 
permissible  collateral  under  12  CFR  9.10(b)(2),  which 
allows  a  national  bank  to  collateralize  trust  funds  with 
instruments  that  are  readily  marketable  securities  of  the 
kind  in  which  state  banks  exercising  fiduciary  powers 
may  invest  trust  funds  according  to  state  law.  If,  after 
reviewing  applicable  state  law,  you  find  that  your  par¬ 
ticular  instruments  are  of  the  type  described  in  12  CFR 
9. 1 0(b)(2),  then  they  might  be  used  to  collateralize  trust 
funds. 

Peter  Liebesman 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 

549  —  October  1 6,  1 990 

This  pertains  to  our  meeting  of  September  25,  1990,  in 
which  we  discussed  whether  12  U.S.C.  463  would  limit 
the  amount  a  national  bank  may  deposit  with  a  Federal 
Home  Loan  Bank  in  which  it  is  a  member. 

Twelve  U.S.C.  463  provides  that  a  member  of  the 
Federal  Reserve  System  may  not  deposit  more  than  10 
percent  of  its  capital  and  surplus  with  any  depository 
institution  that  does  not  have  access  to  Federal  Reserve 


advances.  "Depository  institution"  is  defined,  for  pur¬ 
poses  of  that  provision,  to  include  insured  banks, 
savings  banks,  credit  unions,  members  of  the  Federal 
Reserve,  and  other  insured  institutions.  See  12  U.S.C. 
461(b).  The  term  does  not  include  Federal  Flome  Loan 
Banks.  See  Id .,  and  letter  dated  November  14,  1984, 
from  James  McAfee,  Associate  Secretary,  Board  of 
Governors  of  the  Federal  Reserve  System  (Federal 
Home  Loan  Bank  of  San  Francisco  is  not  a  depository 
institution  under  the  Federal  Reserve  Act).  Thus,  sec¬ 
tion  463  would  not  apply  to  deposits  made  by  a  mem¬ 
ber  bank  with  a  Federal  Home  Loan  Bank. 

Accordingly,  a  national  bank  may  deposit  funds  with  a 
Federal  Home  Loan  Bank  in  which  it  is  a  member 
without  regard  to  12  U.S.C.  463,  subject  to  such  terms 
and  conditions  as  the  Federal  Housing  Finance  Board 
may  impose  pursuant  to  1 2  U.S.C.  1 431  (e)  and  consis¬ 
tent  with  safe  and  sound  banking  practices. 

Robert  B.  Serino 

Deputy  Chief  Counsel  (Policy) 

★  ★  ★ 

550  —  December  3,  1990 

Your  letter  of  November  14,  1990,  addressed  to  the 
district  counsel,  has  been  referred  to  me  for  response. 
You  have  requested  clarification  of  the  language  of  12 
U.S.C.  72  which  requires  that  a  national  bank  director 
must  own  qualifying  shares  of  the  bank’s  stock  “in  his 
or  her  own  right.”  In  our  recent  telephone  conversation, 
you  advised  that  one  of  your  directors  is  the  trustee  of 
a  trust  established  for  the  director’s  niece  and  nephew 
by  the  director’s  brother,  who  is  the  father  of  the 
children.  The  trust  corpus  includes  stock  of  your  bank. 
The  director,  as  trustee,  has  the  power  to  vote  the  stock, 
but  does  not  have  the  power  to  revoke  the  trust. 

The  pertinent  language  of  12  U.S.C.  72  states: 

Every  director  must  own  in  his  or  her  own  right 
either  shares  of  the  capital  stock  of  the  associa¬ 
tion  of  which  he  or  she  is  a  director,  the  aggregate 
par  value  of  which  is  not  less  than  $1,000,  or  an 
equivalent  interest,  as  determined  by  the  Comp¬ 
troller  of  the  Currency,  in  any  company  which  has 
control  over  such  association  .  . 

See  12  U.S.C.  72.  In  regard  to  shares  held  in  trust,  the 
OCC  has  generally  interpreted  this  language  to  require 
both  legal  and  beneficial  ownership  of  the  stock  by  the 
director.  In  other  words,  the  director  has  been  required 
both  to  be  a  trustee  and  to  retain  a  power  of  revocation 
in  the  trust.  This  position  is  reflected  in  the  Comptroller’s 
Interpretive  Ruling  set  forth  at  12  CFR  7.4210(g)  In  the 


present  case,  although  your  director  serves  as  trustee 
he  does  not  have  the  power  to  revoke  the  trust  Accord¬ 
ingly,  I  am  of  the  opinion  that  the  shares  of  your  bank's 
stock  held  in  the  trust  would  not  qualify  as  being  held 
in  the  director's  own  right. 

Stephen  B.  Brown 
Senior  Attorney 

★  ★  ★ 

551  —  February  11,  1991 

This  letter  responds  to  your  letter  of  July  17,  1990,  in 
which  you  question  the  authority  of  the  Office  of  the 
Comptroller  of  the  Currency  (OCC)  to  apply  the 
provisions  of  12  CFR  16  (Part  16  or  Section  16)  to  a 
secondary  private  sale  of  national  bank  stock  acquired 
by  a  third  party  through  foreclosure  on  the  stock  as 
collateral  for  a  loan  in  default.  Briefly,  the  facts  stated  in 
your  letter  are  as  follows:  A,  a  state-chartered  bank, 
made  a  loan  to  X,  the  holding  company  of  the  bank, 
which  loan  was  secured  with  100  percent  of  the  com¬ 
mon  stock  of  the  bank.  Upon  the  default  of  X,  B,  a  wholly 
owned  subsidiary  of  A,  foreclosed  upon  the  common 
stock  of  the  bank  as  collateral  for  the  loan  in  default 
(commonly  referred  to  as  DPC  stock).  B  then  sought  to 
sell  the  common  stock  of  the  bank  to  seven  individuals 
who  were  and  are  directors  of  the  bank. 

You  argue  that  the  provisions  of  Part  1 6  are  inapplicable 
to  this  sale.  Your  letter  includes  the  following  argu¬ 
ments:  (1)  that  the  OCC  does  not  have  any  authority  to 
require  compliance  with  Part  16  in  secondary  transac¬ 
tions;  (2)  that  the  OCC  should  only  include,  as  indirect 
offerings  by  national  banks,  offerings  in  which  national 
banks  receive  proceeds  from  the  transaction;  (3)  that  a 
third  party  seeking  to  sell  a  controlling  interest  in  the 
stock  of  a  national  bank  may  have  difficulty  in  obtaining 
the  necessary  information  from  the  bank  to  comply  with 
the  provisions  of  Part  16;  and  (4)  that  the  OCC’s  position 
in  recent  interpretive  letters  differs  from  the  position  of 
the  Securities  and  Exchange  Commission  (SEC)  in 
relation  to  sales  of  DPC  stock.  Alternatively,  you  re¬ 
quested  an  opinion  that  a  sale  of  DPC  stock  by  a  third 
party  to  sophisticated  investors  is  exempt  from  the 
provisions  of  Part  16. 

On  August  17,  1990,  this  division  received  a  Notice  of 
Nonpublic  Offering  filed  by  C,  on  behalf  of  B,  which 
notice  was  provided  pursuant  to  the  provisions  of  sec¬ 
tion  16.5(e).  Although  the  notice  was  provided  in  this 
instance,  you  have  requested  that  we  review  our  inter¬ 
pretation  that  a  secondary  sale  of  100  percent  of  the 
bank’s  common  stock  amounts  to  an  indirect  offering 
subject  to  the  provisions  of  Part  16.  to  ensure  that  Part 
16  was  in  fact  applicable  to  the  transaction  You  also 
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requested  an  opinion  to  provide  guidance  for  other 
clients  who  are  in  a  similar  position  and  who  seek  to 
dispose  of  100  percent  of  the  DPC  stock  of  a  national 
bank. 

We  have  reviewed  the  statutory  authority  for  Part  16,  as 
well  as  this  division’s  interpretations  thereunder;  and  for 
the  reasons  cited  herein,  we  have  determined  that  the 
proposed  transaction  was  properly  subject  to  the 
provisions  of  Part  16.  As  such,  since  A  desired  to  sell 
the  bank’s  stock  in  a  nonpublic  offering,  it  was  proper 
to  file  a  notice  of  nonpublic  offering  with  this  division. 

Under  the  plenary  rulemaking  authority  of  the  OCC 
found  in  12  USC  93a,  Part  16  was  promulgated  to 
protect  several  concerns  of  the  OCC,  including  the 
need  to  protect  investors  in  the  securities  of  national 
banks  and  the  need  to  protect  the  capital  of  national 
banks  by  minimizing  any  potential  liability  which  could 
impact  such  capital. 

Section  16.3(a)  presently  reads  in  part: 

No  [national]  bank  shall,  directly  or  indirectly,  *** 
sell  any  security  of  which  it  is  the  issuer  unless  the 
***  sale  is  made  through  the  use  of  an  offering 
circular  which  has  been  filed  with,  and  declared 
effective  by,  the  [OCC]. 

12  CFR  16.3(a)  (emphasis  added).  The  OCC  has  inter¬ 
preted  the  indirect  sales  language  of  section  16.3  to 
include  the  sale  of  a  controlling  interest  in  the  securities 
of  a  national  bank  as  an  indirect  offering  of  the 
securities  of  the  national  bank  by  the  bank,  given  the 
identity  of  interest  between  the  bank  and  its  controlling 
shareholder(s).  See,  e.g.,  Interpretive  Letter  No.  481 
and  Interpretive  Letter  No.  522.  This  interpretation  fur¬ 
thers  the  purposes  and  interests  cited  above  by  requir¬ 
ing  appropriate  disclosures  to  investors  in 
circumstances  and  involving  an  identity  of  interest  be¬ 
tween  the  seller  and  the  national  bank. 

You  have  argued  that  the  definition  of  "sale”  does  not 
encompass  indirect  offerings,  since  the  bank  does  not 
receive  any  value  in  such  transactions.  The  term  “sale” 
is  defined  to  include  any  contract  for  sale  or  other 
disposition  for  value  12  CFR  16.2(c)  The  requirement 
that  a  sale  be  any  disposition  for  value  is  meant  to 
distinguish  sales  from  gifts,  such  that  only  sales  are 
subject  to  the  provisions  of  Part  16.  However,  this  does 
not  mean  that  the  national  bank  itself  must  always 
receive  value  from  the  purchaser,  as  you  allege.  To  state 
this  would  be  contrary  to  the  purpose  of  subjecting  any 
indirect  offers  and  sales  to  the  provisions  of  Part  16. 
Rather  the  seller  of  the  securities,  whether  the  national 
bank  or  any  other  party,  must  receive  the  process  of  the 
sale  frorr  the  seven  purchasers  of  the  bank's  stock, 


thereby  meeting  the  requirement  of  value  in  the  defini¬ 
tion. 

We  have  also  reviewed  your  argument  that  B  might 
have  had  difficulty  in  obtaining  the  necessary  informa¬ 
tion  from  the  bank,  in  order  to  comply  with  the  provisions 
of  Part  16.  As  both  legal  and  beneficial  holder  of  100 
percent  of  the  bank’s  common  stock,  we  believe  that  B 
was  in  fact  in  a  position  to  obtain  such  information  and 
ensure  the  bank’s  compliance  with  the  provisions  of 
Part  16. 

Finally,  we  have  reviewed  your  argument  that  interpret¬ 
ing  secondary  sales  of  a  controlling  interest  in  the 
securities  of  a  national  bank  as  indirect  offerings  sub¬ 
ject  to  the  provisions  of  Part  1 6  differs  from  the  practices 
of  the  SEC  with  respect  to  secondary  sales  of  DPC 
stock.  First,  it  should  be  noted  that  the  OCC  is  not 
bound  by  the  practices  of  the  SEC  under  the  Securities 
Act  of  1933  (33  Act)  with  respect  to  the  registration 
requirements  thereunder,  since  the  OCC’s  authority  for 
Part  16  is  not  directly  derived  from  the  33  Act.  However, 
we  have  reviewed  the  33  Act  and  the  practices  of  the 
SEC  thereunder,  and  we  do  not  agree  with  your  con¬ 
clusion  that  our  interpretation  differs  substantially  from 
the  practices  of  the  SEC  for  nonbank  securities.  Rather, 
we  believe  that  the  results  under  the  interpretations 
noted  above  are  generally  consistent  with  the  results 
under  the  SEC’s  interpretations  of  the  33  Act.  See,  e.g., 
Rocky  Mountain  Power  Co.,  SEC  reply  dated  July  11, 
1985;  City  Bank  &  Trust  of  Oklahoma  City,  SEC  reply 
dated  May  24,  1989.  See,  also,  SEC  v.  Guild  Films  Co., 
279  F.  2d  485  (2d.  Cir.  1960),  cert,  denied ,  364  U.S.  819 
(1960). 

In  summary,  secondary  sales  of  a  controlling  interest  in 
the  securities  of  a  national  bank  under  circumstances 
involving  an  identity  of  interest  between  the  seller  and 
the  bank,  as  in  the  present  case,  are  indirect  offerings 
subject  to  the  provisions  of  Part  16.  Therefore,  the 
proposed  sale  of  100  percent  of  the  bank’s  securities 
was  properly  subject  to  the  provisions  of  Part  16. 

Ellen  Broadman 
Director 

Securities  and  Corporate 
Practices  Division 

★  ★  * 

552  — April  22,  1991 

This  is  in  response  to  your  letter  of  August  20,  1990,  in 
which  you  seek  this  office’s  review  of  a  legal  opinion 
issued  by  the  Western  District  Office  which  opined  that 
certain  Canadian  debentures  issued  by  the  ***  do  not 
constitute  "readily  marketable  collateral"  within  the 


meaning  of  12  U.S.C.  84(a)(2).  After  consideration  of 
this  matter,  it  is  my  opinion  that  the  Canadian  deben¬ 
tures  do  satisfy  the  requirements  for  "readily 
marketable  collateral”  and,  therefore,  pursuant  to  12 
U.S.C.  84(a)(2),  a  national  bank  may  lend  an  additional 
10  percent  of  unimpaired  capital  and  surplus,  over  and 
above  the  15  percent  allowable  under  12  U.S.C. 
84(a)(  1 ),  if  the  additional  amount  were  fully  secured  by 
such  instruments. 

Background 

Twelve  U.S.C.  84(a)(2),  added  as  part  of  the  Garn-St 
Germain  Depository  Institutions  Act  of  1982,  Pub.  L.  No. 
97-320,  Title  IV  401(a),  96  Stat.  1508,  provides: 

[t]he  total  loans  and  extensions  of  credit  by  a 
national  banking  association  to  a  person  out¬ 
standing  at  one  time  and  fully  secured  by  readily 
marketable  collateral  having  a  market  value,  as 

determined  by  reliable  and  continuously  available 

price  quotations,  at  least  equal  to  the  amount  of 
funds  outstanding  shall  not  exceed  1 0  per  centum 
of  the  unimpaired  capital  and  unimpaired  surplus 
of  the  association.  This  limitation  shall  be  separate 
from  and  in  addition  to  the  limitation  contained  in 
paragraph  (1)  of  this  subsection. 

12  U.S.C.  84(a)(2)  (emphasis  added).  In  formulating  its 
implementing  regulation,  1 2  CFR  32.4,  the  OCC  sought 
to  limit  the  scope  of  this  exemption  to  certain  financial 
instruments.  In  order  to  be  considered  “readily 
marketable”  the  OCC  focused  on  the  instrument’s  (1) 
fungibility,  (2)  trading  ease,  (3)  ability  to  obtain  reliable 
price  quotations  on  a  daily  basis,  and  (4)  trading  of  the 
instruments  through  a  regulated  market.1  As  noted  in 
the  OCC’s  notice  of  proposed  rulemaking,  the  rationale 
for  designating  certain  instruments  as  “readily 
marketable"  was  “the  fact  that  loans  secured  by  certain 
types  of  collateral  are  inherently  less  risky  than  other 
loans.”2  In  addition,  the  proposed  rulemaking  indicated 
that  it  would  be  imprudent  for  the  OCC  to  include  in  the 
definition  loans  collateralized  by  items  upon  which  the 
bank  could  not  almost  immediately  avoid  loss  by 
foreclosure  and  disposal  of  the  collateral.  Acknowl¬ 
edging  that  certain  instruments,  other  than  those  listed 
in  the  notice  of  proposed  rulemaking,  might  qualify  as 
eligible  collateral,  the  OCC  specifically  solicited  com¬ 
ment  from  the  public  as  to  other  classes  of  collateral 
that  might  meet  the  above  criteria. 

In  response  to  comments  received  on  the  notice  of 
proposed  rulemaking,  the  final  rule  expanded  the 


'See 47  Fed  Reg.  56862,  56863  (December  21.  1982) 
2  Id  at  56863 


universe  of  “readily  marketable  collateral'  to  include 
commercial  paper,  bankers’  acceptances,  bullion,  and 
money  market  and  mutual  funds  that  issued  shares  in 
which  a  bank  could  perfect  a  security  interest  These 
types  of  collateral  were  deemed  to  meet  the  charac¬ 
teristics  outlined  in  the  notice  of  proposed  rulemaking  V 
Based  on  the  approach  taken  in  the  development  of  12 
CFR  32.4,  it  is  apparent  that  the  final  list  of  "financial 
instruments"  satisfying  the  “readily  marketable  col¬ 
lateral”  standard  was  not  meant  to  be  an  exhaustive  list, 
but  rather  representative  of  the  types  of  collateral  that 
met  both  the  characteristics  developed  by  the  OCC 
and  also  reflected  most  of  the  types  of  collateral  viewed 
by  the  industry  commenters  as  “readily  marketable." 

Application  to  Present  Situation 

In  concluding  that  the  ***  debentures  did  not  meet  the 
“readily  marketable"  standard  required  by  12  U.S.C. 
84(a)(2)  and  12  CFR  32.4,  the  Western  District  Office 
identified  several  legitimate  supervisory  concerns 
relating  to  the  appropriate  treatment  of  the  Canadian 
debentures.  Among  these  concerns  were  difficulties  in 
ascertaining  whether  certain  Canadian  Provincial 
bonds  or  debentures  qualified  as  general  obligations; 
problems  associated  with  obtaining  a  security  interest 
or  taking  title  to  the  bonds  in  the  event  of  default  of  the 
borrower;  and  other  concerns  relating  to  difficulties  in 
currency  translations.3 4 5 6  While  these  concerns  compli¬ 
cate  the  examiner's  job  in  evaluating  an  institution’s 
compliance  with  12  U.S.C.  84(a)(2)  and  12  CFR  32.4, 
they  do  not  support  a  finding  that  such  instruments  do 
not  qualify  as  “readily  marketable  collateral.” 

Although  the  Canadian  bonds  that  are  the  subject  of 
this  appeal  are  not  specifically  designated  in  12  U.S.C. 
32.4(c)  as  “readily  marketable  collateral,”  these  instru¬ 
ments  satisfy  the  characteristics  described  in  the 
regulation.  In  this  regard,  the  bonds  are  fungible,  easily 
traded,  with  reliable  bid/ask  quotations  available  on  a 
daily  basis,  and  are  sold  via  a  regulated  market. 
Moreover,  our  research  confirms  your  position  that  the 
debentures  are  highly  liquid,  thereby  eliminating  the 
regulation's  concern  relating  to  foreclosure  and  dis¬ 
posal  of  collateral  supporting  a  loan.  In  short,  the 
debentures  are,  indeed,  “salable  under  ordinary  cir¬ 
cumstances  with  reasonable  promptness.”5  Although 
the  debentures  are  traded  over  the  counter,  there  cur¬ 
rently  exists  an  active  market  for  such  bonds  both  in  the 
United  States  and  Canada  so  that  a  fair  market  value 


3See48  Fed  Reg  15844,  15846  (April  12,  1983) 

4 Id  at  15853;  see  also  12  U  S  C  32.4(c). 

’Under  12  CFR  32.4(e),  national  banks  are  required  to  implement 
procedures  to  periodically  revalue  collateral  denominated  in  a  foreign 
currency  to  ensure  that  it  fully  secures  the  outstanding  loan  See  also 
12  CFR  32.4(d). 

612  CFR  32  4(c) 
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may  be  easily  obtained  and  reliable  price  quotations 
are  readily  available. 

While  your  letter  draws  support  for  the  proposition  that 
the  Canadian  debentures  should  be  treated  as  “readily 
marketable  collateral”  due  to  their  favorable  treatment 
under  the  United  States-Canada  Free  Trade  Agree¬ 
ment  it  is  important  to  note  that  the  criteria  used  in 
developing  the  “readily  marketable  collateral’'  standard 
did  not  include  a  credit  quality  component.  Rather,  the 
primary  focus  was  on  the  bank’s  ability  to  liquidate  the 
collateral  expeditiously,  thereby  minimizing  any  losses 
associated  with  foreclosure  proceedings.  For  this 
reason,  no  rating  system  or  particular  grade  of  bond 
was  specified,  other  than  the  requirement  that  fair 
market  value  of  the  instrument  be  readily  obtainable  8 
Thus,  for  the  purpose  of  determining  whether  the 
Canadian  debentures  satisfy  the  “readily  marketable 
collateral”  requirement  under  12  U.S.C.  84(a)(2),  it  is 
unnecessary  to  address  the  treatment  of  the  Canadian 
debentures  for  investment  purposes  under  12  U.S.C. 
24(7).  Consequently,  it  is  my  opinion  there  is  sufficient 
evidence  to  justify  a  conclusion  that  the  Canadian 
debentures  constitute  “readily  marketable  collateral” 
for  the  purposes  of  1 2  U.S.C.  84(a)(2)  without  reference 
to  12  U.S.C.  24(7). 9 

Conclusion 

Based  upon  my  review  of  the  facts  and  applicable  law, 
it  is  my  opinion  that  the  ***  debentures  discussed  in  this 
letter  do  qualify  as  “readily  marketable  collateral  for  the 
purposes  of  12  U.S.C.  84(a)(2).  This  opinion  is  limited 
to  the  treatment  of  Canadian  obligations  for  the  pur¬ 
poses  of  12  U.S.C.  84(a)(2)  and  expresses  no  opinion 
with  respect  to  treatment  of  such  obligations  under 
other  provisions  of  the  National  Bank  Act.  Accordingly, 
it  is  my  opinion  that  the  ***  debentures  do  qualify  for  the 
additional  10  percent  limit  provided  for  loans  secured 
by  "readily  marketable  collateral"  under  12  U.S.C. 
84(a)(2)  and  12  CFR  32.4 

Peter  Liebesman 

Assistant  Director 

Legal  Advisory  Services  Division 


Aub  L  No  100-49  Title  III.  Section  308.  102Stat  1877(1988) 

“if  a  disproportionate  amount  of  loans  authorized  by  section  84(a)(2) 
were  collateralized  by  below  investment  grade  securities  at  a  par¬ 
ticular  national  bank,  that  condition  might  be  subject  to  criticism  on 
safety  and  soundness  grounds 

’As  noted  m  trie  Western  District  Office  s  letter,  the  legislative  history 
to  tr  e  Ur  ted  States-Canada  Free  Trade  Agreement  Implementation 
An*  of  1988  s  mient  as  to  the  impact  of  the  agreement  on  provisions 
of  tr  e  f  lat  onal  Bank  Act  other  than  1 2  U  S  C  24(7) 


553  —  May  2,  1991 

This  responds  to  your  operating  subsidiary  notice  in¬ 
dicating  that  NCNB  National  Bank  of  North  Carolina 
wishes,  through  an  operating  subsidiary,  to  engage  in 
brokerage  of  gold,  silver,  and  platinum  coins  and  bul¬ 
lion.  For  the  reasons  given  below,  we  have  determined 
that  this  activity  is  permissible. 

National  banks  have  express  authority  to  buy  and  sell 
“coin  and  bullion.”  12  U.S.C.  24(7).  In  the  past,  the  OCC 
has  permitted  national  banks  to  buy  and  sell,  as  agent 
for  customers  and  for  the  bank’s  own  account,  gold, 
silver,  and  platinum  coins,  and  gold  and  silver  bullion. 
We  have  not  permitted  national  banks  to  buy  and  sell 
platinum  in  bullion  form  because  platinum  was  not 
widely  used  in  making  legal-tender  coins  and  so  was 
not  generally  regarded  as  “bullion.”  Recently,  however, 
several  countries  have  introduced  platinum  coins.  Al¬ 
though  most  dictionary  definitions  of  "bullion"  continue 
to  mention  gold  and  silver  only,  the  term  “bullion"  is 
frequently  used  in  financial  reporting  to  describe 
platinum  coins  and  bars.1  Nearly  all  courts  called  upon 
to  define  “bullion”  have  defined  it  as  "gold  or  silver 
intended  to  be  coined.”  Plowever,  none  of  these  cases 
directly  addressed  the  possibility  that  other  precious 
metals  could  also  be  bullion.  Further,  numerous  state 
statutes  refer  to  platinum  bullion,  and  at  least  one 
explicitly  defines  “bullion”  to  include  platinum.  Statutory 
definitions  of  “precious  metals”  generally  include 
platinum  as  well  as  gold  and  silver. 

These  authorities  indicate  that  the  scope  of  the  term 
“bullion"  has  expanded,  and  that  it  should  now  be  read 
to  include  platinum,  as  well  as  gold  and  silver.  Trading 
in  platinum  bullion  is  therefore  within  banks'  express 
power  to  buy  and  sell  bullion.  Alternatively,  trading  in 
platinum  bullion  can  be  viewed  as  functionally 
equivalent2  to  trading  in  platinum  coins  (since  both 
forms  of  platinum  trade  based  on  the  value  of  the 
underlying  metal),  and  therefore  incidental  to  banks’ 
express  power  to  trade  in  coins.  You  may,  therefore, 
proceed  with  your  proposal. 

J.  Michael  Shepherd 

Senior  Deputy  Comptroller 

for  Corporate  and  Economic  Programs 

★  ★  ★ 


1  See,  eg ,  Wall  St  Journal,  November  17,  1988,  at  Cl 6,  New  York 
Times,  September  1 1 ,  1988,  at  66;  Wall  St  Journal,  August  22.  1988, 
at  23,  New  York  Times,  May  19,  1987,  at  D14 

2  in  M  &  M  Leasing  Corp  v  Seattle  First  National  Bank,  563F2d  1377 
(9th  Cir  1977),  cert  denied,  436  U  S  956  (1978),  the  court  found 
that  the  leasing  of  personal  property  is  incidental  to  the  business  of 
banking  under  the  Arnold  Tours  test  because  a  property  lease  is 
"functionally  interchangeable"  with  a  loan  of  money  secured  by  the 
leased  property  563  F  2d  at  1383 


Trust  Interpretations 
257  —  January  17,  1991 

This  is  in  reply  to  your  letter  of  November  14,  1990,  as 
clarified  by  your  January  9,  1991,  letter.  Your  letters 
concern  the  contents  of  a  collective  investment  fund 
financial  statement  as  required  by  12  CFR  9.18(b)(5). 

As  discussed  below,  the  OCC  does  not  object  to  the 
furnishing  of  abbreviated  financial  information  to  fund 
participants.  An  abbreviated  statement  may  not  be 
used  when  it  results  in  the  participant  being  mislead  or 
deprived  of  significant  information.  An  abbreviated 
financial  statement  is  not  a  conforming  financial  report 
for  purposes  of  12  CFR  9.18(b)(5). 

The  bank  operates  several  index  funds.  The  number  of 
securities  in  the  index  funds  range  from  250  to  3,800, 
with  the  average  being  770  securities.  The  bank  is 
requesting  authorization  to  aggregate  purchases  and 
sales  data  for  each  of  the  index  funds. 

The  financial  report  of  a  collective  investment  fund  shall 
include  a  statement  from  the  period  of  the  last  report 
showing  purchases,  with  cost;  sales,  with  profit  or  loss. 
See  1 2  CFR  9. 1 8(b)(5)(ii).  A  conforming  financial  report 
should  list  each  transaction  in  a  security,  stating  the 
financial  results  of  that  specific  transaction.  This  degree 
of  specificity  is  necessary  so  that  the  fiduciary  par¬ 
ticipant  in  a  collective  investment  fund  has  available  the 
same  degree  of  information  as  if  the  fiduciary  account 
were  separately  invested.  The  fiduciary  client  should 
not  be  disadvantaged  as  a  result  of  participating  in  a 
collective  investment  fund  held  to  a  lower  standard  of 
fiduciary  care. 

Each  individual  purchase  and  sale  transaction  must  be 
separately  reported  in  the  financial  statements  of  the 
fund.  The  aggregating  of  purchase  and  sale  informa¬ 
tion  by  security  type,  even  when  limited  to  an  index 
fund,  does  not  provide  meaningful  information. 

It  should  be  noted  that  the  regulation  does  not  require 
that  a  financial  report  be  sent  to  each  participant.  The 
regulation  merely  requires  that  each  participant  be 
informed  that  the  financial  report  is  available  and  will 
be  provided  to  participants  in  the  fund  at  no  cost.  See 
12  CFR  9. 1 8(b)(iv). 

The  OCC  does  not  object  to  furnishing  summarized 
financial  data  to  participants  as  long  as  such  data  is 
presented  in  a  manner  that  is  not  misleading  nor  sub¬ 
ject  to  misinterpretation.  A  determination  of  what  is 
misleading  or  deceptive  would  require  an  analysis  of 
specific  facts  and  circumstances.  A  summarized  finan¬ 
cial  statement  should  be  labeled  clearly  as  such  and 


contain  notification  that  a  full  and  complete  financial 
report  will  be  made  available  to  the  fund  participant  at 
no  cost. 

This  letter  is  intended  to  address  proposed  disclosure 
to  participants  in  an  index  collective  investment  fund 
We  express  no  opinion  as  to  any  fund  currently  under 
administration  by  the  bank  being  in  compliance  with  12 
CFR  9.18  or  any  other  regulation. 

William  L.  Granovsky 

National  Bank  Examiner 

Compliance  Management  Department 

★  ★  ★ 

258  — April  10,  1991 

This  is  in  reference  to  Trust  Interpretation  No.  229 
(August  10,  1989).  This  office  has  been  requested  to 
provide  clarification  of  this  interpretation. 

Specifically,  a  question  has  arisen  whether  Trust  Inter¬ 
pretation  No.  229  should  be  viewed  as  ruling  that  a 
national  bank  may  deposit  uninvested  trust  funds  in  an 
affiliated  bank  without  regard  to  the  provisions  of  12 
CFR  9.12  relating  to  conflicts  of  interest.  The  answer  is 
no. 

This  letter  responded  to  the  circumstances  of  a  bank 
holding  company  located  in  Georgia.  The  bank  holding 
company  requesting  the  interpretation  did  not  address 
the  applicability  of  12  CFR  9.12  to  the  proposal  to  use 
affiliated  banks  for  deposits  of  trust  funds.  Rather,  the 
requester  addressed  the  need  to  devise  a  method  of 
ensuring  the  prudence  of  such  deposits  to  replace  the 
former  method  of  securing  the  funds  by  pledging  as¬ 
sets,  which  the  OCC  had  determined  was  impermis¬ 
sible.  Trust  Interpretation  No.  229,  therefore,  does  not 
speak  to  the  authority  of  a  trustee  to  deposit  in  an 
affiliated  bank  under  the  self-dealing  regulation  of  this 
office,  but  rather  to  the  fiduciary  duty  of  prudent  invest¬ 
ment,  a  separate  fiduciary  requirement  that  must  also 
be  considered  in  depositing  trust  funds  in  affiliated 
institutions.  See  A.  Scott,  Law  of  Trusts  (3rd  ed  1967) 
227.1  (requirement  of  care). 

In  the  letter,  this  office  expressed  the  view  that  it  did  not 
object  to  the  proposal  to  discontinue  pledging  and  to 
evaluate  the  prudence  of  depositing  with  affiliate  banks 
on  the  basis  of  procedures  that  included  regular 
monitoring  if  the  creditworthiness  of  the  bank  affiliates 
It  should  be  noticed  that  statutory  law  in  Georgia 
specifically  authorizes  a  trust  company  to  place 
fiduciary  funds  awaiting  investment  or  distribution  in 
deposits  of  an  affiliated  bank  (Ga  Code  Ann  7-1- 
315(b)(1989)),  and  this  was  therefore  not  at  issue 
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The  provisions  of  12  CFR  9.12  prohibit  the  use  of  an 
affiliated  bank  as  a  depository,  because  such  deposits 
would  represent  the  investment  of  trust  funds  in  obliga¬ 
tions  of  an  affiliate,  which  is  barred  by  the  regulation 
unless  lawfully  authorized  by  the  instrument  creating 
the  relationship,  or  by  court  order  or  by  local  law. 
Although  the  funds  in  question  are  awaiting  investment 
or  distribution,  for  the  purposes  of  this  section,  the 
placement  of  those  funds  on  deposit  constitutes  an 
investment,  transfer  of  trust  property  to  the  bank  or 
purchase  of  obligations  of  the  bank,  and  thus  falls  within 
the  language  and  intent  of  the  regulation.  The  conflict 
of  interest  is  just  as  great  as  if  the  funds  were  invested 
in  securities  issued  by  the  affiliate,  or  used  to  purchase 
property  from  the  affiliate;  and  to  rule  that  this  section 
would  not  apply  because  the  funds  are  temporary 
would  subvert  the  purpose  of  this  section,  and  fly  in  the 
face  of  fiduciary  law  prohibiting  such  conflicts  as  viola¬ 
tive  of  the  duty  of  loyalty.  See  A.  Scott,  Law  of  Trusts 
(3rd  ed.  1967)  170. 


In  view  of  the  foregoing,  it  is  apparent  that  Trust  Inter¬ 
pretation  No.  229  is  only  applicable  in  those  instances 
where  a  deposit  of  trust  funds  in  an  affiliate  is  permitted 
under  the  provisions  of  12  CFR  9.12,  i.e. ,  is  lawfully 
authorized  by  the  instrument  creating  the  relationship, 
or  by  court  order  or  by  local  law.  In  such  cases  a  bank 
making  such  a  deposit  must  justify  its  prudence  in  a 
fashion  such  as  was  cited  in  the  interpretation.  A  factor 
to  be  considered  in  analyzing  prudence  is  the  inability 
of  the  affiliate  to  pledge  securities  for  deposits  of  trusts 
funds  of  which  it  is  not  the  trustee.  National  banks 
should  bear  in  mind  that  the  provisions  of  12  U.S.C. 
92a(d)  and  12  CFR  9.10(b)  are  applicable  solely  to 
deposits  in  a  trustee  bank  of  moneys  held  by  it  in  trust 
which  are  awaiting  investment  or  distribution. 

Dean  E.  Miller 

Senior  Advisor 

for  Fiduciary  Responsibilities 


Mergers  —  April  1  to  June  30,  1991 


Mergers  consummated  involving  two  or  more  operating  banks. 
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California 

June  22,  1991: 

First  National  Bank  of  Monterey  County,  Monterey, 

California,  and 

Pajaro  Valley  Bank,  National  Association,  Watsonville, 

California 

Merger .  69 

June  27,  1991: 

Northern  Trust  of  California,  National  Association,  Santa 
Barbara,  California,  and 
Tri-Valley  National  Bank,  Dublin,  California 

Merger .  69 

June  30,  1991 : 

U.S.  Trust  Company  of  California,  National  Association, 

Los  Angeles,  California,  and 
UST  California,  National  Association,  Los  Angeles, 

California 

Merger .  69 

District  of  Columbia 

April  29,  1991 

Madison  National  Bank,  Washington,  D  C.,  and 
Madison  Bank  of  Maryland,  Silver  Spring,  Maryland 


Merger .  69 

May  10,  1991: 

Signet  Bank,  National  Association,  Washington,  D  C.,  and 
Madison  National  Bank,  Washington,  D  C. 

Merger .  69 


Florida 

April  30,  1991: 

Security  National  Bank  of  Orange  County,  Maitland, 

Florida,  and 

Security  National  Bank  of  Seminole  County,  Altamonte 
Springs,  Florida,  and 

Security  National  Bank  of  Brevard,  Melbourne,  Florida, 
and 

Security  National  Bank  of  Osceola,  Kissimmee,  Florida 

Merger .  70 

May  1,  1991 

The  Citizens  and  Southern  National  Bank  of  Florida,  Fort 
Lauderdale,  Florida,  and 

The  Citizens  and  Southern  Bank  of  Monroe  County, 

Marathon,  Florida 

Merger .  70 

Illinois 

May  24,  1991: 

Lake  Shore  National  Bank,  Chicago,  Illinois,  and 
Center  Bank-Glen  Ellyn,  Glen  Ellyn,  Illinois 

Merger .  70 

May  24,  1991: 

Magna  Millikin  Bank  of  Decatur,  National  Association, 

Decatur,  Illinois,  and 

Magna  Bank  of  Springfield,  Springfield,  Illinois,  and 
Magna  Bank  of  McLean  County,  Bloomington,  Illinois 

Merger .  70 

June  1 ,  1991 : 

First  of  America  Bank-Northeast  Illinois,  National 
Association,  Libertyville,  Illinois,  and 
First  of  America  Bank-Golf  Mill,  Niles,  Illinois 
Merger .  70 
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Indiana 

June  1 ,  1991 : 

Bank  One.  Merrillville,  National  Association,  Gary,  Indiana 
and 

Bank  One,  Elkhart,  Elkhart,  Indiana 

Merger  .  70 

Iowa 

June  17, 1991 

Norwest  Bank  Iowa,  National  Association,  Des  Moines, 

Iowa  and 

Peoples  Bank  and  Trust  Company,  Waterloo,  Iowa 

Merger  .  71 

Kansas 

May  1,  1991 

The  First  National  Bank  in  Cimarron,  Cimarron,  Kansas, 
and 

The  Farmers  State  Bank,  Ingalls,  Kansas,  Ingalls,  Kansas 
Merger  .  71 

Kentucky 

April  1,  1991 

The  Harlan  National  Bank,  Harlan,  Kentucky,  and 
Union  Bank  and  Trust  Company,  Irvine,  Kentucky 

Merger  .  72 

May  1,  1991 

Liberty  National  Bank  of  Northern  Kentucky,  Erlanger, 

Kentucky,  and 

The  Florence  Deposit  Bank,  Florence,  Kentucky,  and 
The  Fort  Thomas  Bellevue  Bank,  Fort  Thomas,  Kentucky 

Merger  .  72 

June  1,  1991: 

The  Farmer's  National  Bank  of  Danville,  Danville,  Kentucky, 
and 

Citizens  Bank  &  Trust  Company,  Burgin,  Kentucky,  Burgm. 
Kentucky 

Merger  .  72 

Louisiana 

June  30,  1991 

Whitney  National  Bank,  New  Orleans,  Louisiana,  and 
Whitney  National  Bank  of  St  Tammany  Parish,  Mandeville, 
Louisiana 

Merger  .  72 

Maryland 

May  10,  1991: 

First  National  Bank  of  Maryland,  Baltimore.  Maryland,  and 
Washington  Bank  (of  Maryland),  Baltimore,  Maryland 
Merger 

Massachusetts 

May  3,  1991 

The  First  National  Bank  of  Boston,  Boston,  Massachusetts 
and 

Boston  Trade  Bank.  Boston,  Massachusetts 

Merger  .  72 

June  28,  1991 

The  First  National  Bank  of  Boston.  Boston.  Massachusetts, 
and 

First  Mutual  Bank  for  Savings.  Boston  Massachusetts 
Merger 


73 


Page 


Page 


Michigan 

April  1,  1991 

First  of  America  Bank-Southeast  Michigan,  National 
Association,  Detroit,  Michigan,  and 

First  of  America  Bank-Lapeer,  National  Association, 

Lapeer.  Michigan 

Merger .  .  73 

Missouri 

April  1,  1991 

Commerce  Bank  of  Kansas  City,  National  Association, 

Kansas  City,  Missouri,  and 

Commerce  Bank  of  Clay  County,  National  Association, 

Kansas  City,  Missouri 

Merger  .  73 

June  1,  1991 

Commerce  Bank  of  St  Louis,  National  Association,  Clayton, 
Missouri,  and 

Commerce  Bank  of  St  Charles  County,  National  Association, 

St  Peters,  Missouri 

Merger .  73 

June  3,  1991 

United  Missouri  Bank,  National  Association,  Kansas  City, 
Missouri,  and 

United  Missouri  Bank  of  Clay  County,  National  Association, 
Liberty,  Missouri,  and 

United  Missouri  Bank  Northland,  Kansas  City,  Missouri 

Merger .  73 

Nebraska 

April  1,  1991 

The  Security  National  Bank  of  Laurel,  Laurel,  Nebraska, 
and 

Security  State  Bank,  Allen,  Nebraska 

Merger .  73 

May  1,  1991 

Norwest  Bank  Nebraska,  National  Association,  Omaha, 
Nebraska,  and 

First  National  Bank  of  Bellevue,  Bellevue,  Nebraska 

Merger .  74 

New  Jersey 

April  22,  1991: 

Meadowlands  National  Bank,  North  Bergen,  New  Jersey, 
and 

Mountain  Ridge  Bank,  West  Orange,  New  Jersey 

Merger .  74 

May  2,  1991 

The  First  National  Bank  of  Toms  River,  N.J.,  Toms  River, 

New  Jersey,  and 

First  National  Bank  of  New  Jersey/Salem  County,  Penns 
Grove,  New  Jersey 

Merger .  74 

May  10.  1991 

Ocean  National  Bank,  Point  Pleasant  Beach,  New 
Jersey,  and 

Bay  State  Bank.  Ship  Bottom,  New  Jersey 

Merger  74 

May  22,  1991 

First  Fidelity  Bank,  National  Association.  Newark,  New 
Jersey,  and 

The  First  National  Bank  of  Toms  River,  N  J  .  Toms  River, 

New  Jersey 

Merger  74 

June  14,  1991 

Beneficial  National  Bank  USA  Peapack,  New  Jersey,  and 

Barclays  Bank  of  Delaware,  National  Association, 

Wilmington,  Delaware 

Merger  74 


New  York 

May  31,  1991 

Key  Bank  of  Western  New  York,  National  Association, 

Buffalo,  New  York,  and 
Goldome,  Buffalo,  New  York 

Merger  .  75 

May  31,  1991: 

Key  Bank  of  Central  New  York,  National  Association, 

Syracuse,  New  York,  and 
Goldome,  Buffalo,  New  York 

Merger  .  75 

North  Dakota 

April  20,  1991: 

First  National  Bank  in  Grand  Forks,  Grand  Forks, 

North  Dakota,  and 

Northwood  State  Bank,  Northwood,  North  Dakota,  and 

West  Fargo  State  Bank,  West  Fargo,  North  Dakota 

Merger  .  75 

Pennsylvania 

May  10,  1991: 

Gallatin  National  Bank,  Umontown,  Pennsylvania,  and 
First  National  Bank  &  Trust  Company,  Washington, 

Pennsylvania 

Merger  .  75 

Tennessee 

June  14,  1991 

The  First  National  Bank  of  Lawrenceburg,  Lawrenceburg, 
Tennessee,  and 

The  Union  Bank,  Pulaski,  Tennessee,  and 
Citizens  Bank,  Savannah,  Tennessee 

Merger  .  75 

Texas 

April  15,  1991 

Texas  Commerce  Bank-Dallas,  National  Association, 

Dallas,  Texas,  and 

Texas  Commerce  Bank-Arlington,  National  Association, 
Arlington,  Texas,  and 

Texas  Commerce  Bank-Fort  Worth,  National  Association, 

Fort  Worth,  Texas 

Merger  .  75 

April  18,  1991: 

American  Bank  of  Sherman,  National  Association,  Sherman, 
Texas,  and 

Community  National  Bank,  Sherman,  Texas 

Merger  .  76 

May  9,  1991 

Bank  of  America  Texas,  National  Association,  Houston, 

Texas,  and 

Village  Green  National  Bank,  Houston,  Texas 

Merger  .  76 

May  9,  1991 

The  Peoples  National  Bank  of  Belton,  Belton,  Texas, 
and 

Texas  Bank  &  Trust  of  Temple,  Temple,  Texas 


Merger  .  76 

May  16,  1991 

Bank  One,  Texas,  National  Association,  Dallas,  Texas,  and 
Capital  Bank,  Dallas,  Texas 

Merger  .  76 


June  6,  1991 : 

Valley-Hi  National  Bank  of  San  Antonio,  San  Antonio, 

Texas,  and 

Northwest  Bank,  National  Association,  San  Antonio, 

Texas 

Merger  .  76 
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June  7,  1991 : 

The  Frost  National  Bank  of  San  Antonio,  San  Antonio, 


Texas,  and 

Portland  State  Bank,  Portland,  Texas 

Merger .  76 

June  13,  1991: 

National  Bank,  Gatesville,  Texas,  and 
Peoples  Bank,  Hewitt,  Texas 

Merger .  76 


West  Virginia 

April  5,  1991: 

The  Empire  National  Bank  of  Clarksburg,  Clarksburg, 

West  Virginia,  and 

The  Blueville  Bank  of  Grafton,  Grafton,  West  Virginia 

Merger .  77 

April  26,  1991: 

Community  Bank  &  Trust,  National  Association,  Fairmont, 

West  Virginia,  and 

The  Peoples  National  Bank  of  Rowlesburg,  Rowlesburg, 

West  Virginia 

Merger .  77 

April  29,  1991: 

Montgomery  National  Bank,  Montgomery,  West  Virginia, 
and 

The  National  Bank  of  Ansted,  Ansted,  West  Virginia 

Merger .  77 


Wisconsin 

April  1,  1991 

First  Wisconsin  National  Bank  of  Milwaukee,  Milwaukee, 
Wisconsin,  and 

First  Wisconsin  National  Bank  of  Mequon,  Mequon, 

Wisconsin 

Merger  .  77 

May  1,  1991: 

First  Wisconsin  National  Bank  of  Milwaukee,  Milwaukee, 
Wisconsin,  and 

First  Wisconsin  National  Bank  of  Southgate,  Greenfield 
Wisconsin 

Merger  .  77 

May  20,  1991: 

Wood  County  National  Bank  &  Trust,  Wisconsin  Rapids, 
Wisconsin,  and 

Community  State  Bank,  Wisconsin  Rapids,  Wisconsin 

Merger  .  77 

May  31,  1991: 

The  First  National  Bank  of  Columbus,  Columbus,  Wisconsin, 
and 

Rio-Fall  River  Union  Bank,  Fall  River,  Wisconsin 

Merger  .  77 

June  1 ,  1991 

First  Wisconsin  National  Bank  of  Milwaukee,  Milwaukee. 
Wisconsin,  and 

First  Wisconsin  Bank  of  Mayfair,  Wauwatosa,  Wisconsin 

Merger  .  78 


Mergers  consummated  involving  national  banks  and  savings  and  loan  associations. 


Page 

California 

June  7,  1991 : 

Commerce  National  Bank,  City  of  Commerce,  California, 
and 

Liberty  Federal  Savings  Bank,  Montebello,  California 
Merger .  78 

Florida 

April  22,  1991: 

Flagler  National  Bank,  West  Palm  Beach,  Florida,  and 

Central  Savings  and  Loan,  Stuart,  Florida 

Merger .  78 

Illinois 

May  10,  1991: 

Columbia  National  Bank  of  Chicago,  Chicago,  Illinois,  and 
Capital  Federal  Bank  for  Savings,  Chicago,  Illinois 


Merger .  78 

May  31,  1991: 

The  Mid-City  National  Bank  of  Chicago,  Chicago,  Illinois,  and 
Clyde  Federal  Savings  Association,  North  Riverside,  Illinois 

Merger .  78 

June  7,  1991 : 

The  First  National  Bank  of  Areola,  Areola,  Illinois,  and 
First  Federal  Savings  Association  of  Tuscola,  Tuscola, 

Illinois 

Merger .  78 


Maryland 

June  24,  1991: 

First  National  Bank  of  Maryland,  Baltimore,  Maryland, 
and 

Vermont  Federal  Savings  &  Loan,  Timonium,  Maryland 
Merger .  78 

Mississippi 

May  31,  1991: 

The  Citizens  National  Bank  of  Meridan,  Meridan, 

Mississippi,  and 

Southeastern  Federal  Savings  Bank,  Laurel,  Mississippi 
Merger .  79 


Page 

New  Jersey 

May  4,  1991: 

Phillipsburg  National  Bank  and  Trust  Company,  Phillipsburg, 
New  Jersey,  and, 

First  Atlantic  Savings  &  Loan  Association,  South  Plainfield, 


New  Jersey 

Merger  .  79 

May  28,  1991 

Valley  National  Bank,  Passaic,  New  Jersey,  and 
VNB  Interim  FSA.  Passaic,  New  Jersey 

Merger  .  79 


Ohio 

May  24,  1991 

The  First  National  Bank,  Dayton,  Ohio,  and 

Gem  Savings  Association,  F  A,,  Dayton,  Ohio 

Merger  .  79 

Texas 

June  14,  1991 

First  American  Bank  Sulphur  Springs,  National  Association, 
Sulphur  Springs,  Texas,  and 

Texas  Commercial  Federal  Savings  Association,  Sulphur 
Springs,  Texas 

Merger  .  79 

June  21,  1991 

NCNB  Texas  National  Bank,  Dallas,  Texas,  and 
Commonwealth  Federal  Savings  Association,  Houston, 

Texas 

Merger  .  79 

June  21,  1991: 

First  Interstate  Bank  of  Texas,  National  Association,  Houston, 
Texas,  and 

Commonwealth  Federal  Savings  Association,  Houston, 

Texas 

Merger  .  79 

June  28,  1991: 

Brownsville  National  Bank,  Brownsville,  Texas,  and 
Amigo  Federal  Savings  and  Loan  Association,  Brownsville, 


Texas 

Merger  .  80 

June  28,  1991: 

Amarillo  National  Bank,  Amarillo,  Texas,  and 

First  Federal  Savings  Association,  Borger,  Texas 

Merger  .  80 
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A  number  of  transactions  in  this  section  do  not  have  an  accompanying  decision.  In  those  cases,  the  OCC 
reviewed  the  competitive  effects  of  the  proposals  by  using  its  standard  procedures  for  determining  whether  the 
transaction  has  minimal  or  no  adverse  competitive  effects.  The  OCC  found  the  proposals  satisfied  its  criteria  for 
transactions  that  clearly  had  no  or  minimal  adverse  competitive  effects. 

FIRST  NATIONAL  BANK  OF  MONTEREY  COUNTY, 

Monterey,  California,  and  Pajaro  Valley  Bank,  National  Association,  Watsonville,  California 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  of  Monterey  County,  Monterey,  California  (18182),  with  .  $  189,671 ,000 

and  Pajaro  Valley  Bank,  National  Association,  Watsonville,  California  (17759),  with .  69,915,000 

merged  June  22,  1 991 ,  under  charter  18182  and  title  “First  National  Bank  of  Central  California."  The  merged  bank  at  date 

of  merger  had  .  266,138,000 


TRI-VALLEY  NATIONAL  BANK, 

Dublin,  California,  and  Northern  Trust  of  California,  National  Association,  Santa  Barbara,  California 

Names  of  institutions  and  type  of  transaction  Total  assets 

Tri-Valley  National  Bank,  Dublin,  California  (17751),  with .  $  11,857,000 

and  Northern  Trust  of  California,  National  Association,  Santa  Barbara,  California  (21594),  with .  6,365,000 

merged  June  27,  1991,  under  charter  1 7751  and  title  “Northern  T rust  of  California,  National  Association."  The  merged 

bank  at  date  of  merger  had .  18,722,000 


U.S.  TRUST  COMPANY  OF  CALIFORNIA,  NATIONAL  ASSOCIATION, 

Los  Angeles,  California,  and  UST  California,  National  Association,  Los  Angeles,  California 

Names  of  institutions  and  type  of  transaction  Total  assets 

U.S.  Trust  Company  of  California,  National  Association,  Los  Angeles,  California  (21602),  with  .  $  7,239,000 

and  UST  California,  National  Association,  Los  Angeles,  California  (22413),  with .  4,150,000 

merged  June  30,  1991 ,  under  charier  22413  and  title  “U.S.  Trust  Company  of  California,  National  Association." 

The  merged  bank  at  date  of  merger  had .  11 ,599,000 


MADISON  NATIONAL  BANK, 

Washington,  D.C.,  and  Madison  Bank  of  Maryland,  Silver  Spring,  Maryland 

Names  of  institutions  and  type  of  transaction  Total  assets 

Madison  National  Bank,  Washington,  D.C.  (15208),  with .  $528,607,000 

and  Madison  Bank  of  Maryland,  Silver  Spring,  Maryland,  with .  53,512,000 

merged  April  29,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  580,272,000 


SIGNET  BANK,  NATIONAL  ASSOCIATION, 

Washington,  D.C.,  and  Madison  National  Bank,  Washington,  D.C. 

Names  of  institutions  and  type  of  transaction  Total  assets 

Signet  Bank,  National  Association,  Washington,  D  C.  (15700),  with .  $  480,871,000 

and  Madison  National  Bank,  Washington,  D.C  (15208),  with  . 

merged  May  1 0,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  — 
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SECURITY  NATIONAL  BANK  OF  ORANGE  COUNTY, 

Maitland,  Florida,  and  Security  National  Bank  of  Seminole  County,  Altamonte  Springs,  Florida,  and  Security 
National  Bank  of  Brevard.  Melbourne,  Florida,  and  Security  National  Bank  of  Osceola,  Kissimmee,  Florida 

Names  of  institutions  and  type  of  transaction  Total  assets 

Security  National  Bank  of  Orange  County,  Maitland,  Florida  (21058).  with  .  $  72,692,000 

and  Security  National  Bank  of  Seminole  County,  Altamonte  Springs,  Florida  (21708),  with .  28,124,000 

and  Security  National  Bank  of  Brevard,  Melbourne,  Florida  (21747),  with  .  17,932,000 

and  Security  National  Bank  of  Osceola,  Kissimmee,  Florida  (21590),  with .  1 7’481  ^000 

merged  April  30.  1991 ,  under  charter  21058  and  title  “Security  National  Bank."  The  merged  bank  at  date  of  merger  had  ...  Ill  ,845,000 


THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK  OF  FLORIDA, 

Fort  Lauderdale,  Florida  and  The  Citizens  and  Southern  Bank  of  Monroe  County,  Marathon,  Florida 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  Citizens  and  Southern  National  Bank  of  Florida,  Fort  Lauderdale,  Florida  (14376),  with  .  $  6.504,266,000 

and  The  Citizens  and  Southern  Bank  of  Monroe  County,  Marathon,  Florida,  with .  221 ,381 ,000 

merged  May  1 ,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  6,725,647,000 


LAKE  SHORE  NATIONAL  BANK, 

Chicago,  Illinois,  and  Center  Bank-Glen  Ellyn,  Glen  Ellyn,  Illinois 

Names  of  institutions  and  type  of  transaction  Total  assets 

Lake  Shore  National  Bank,  Chicago,  Illinois  (14475),  with  .  $  872,734,000 

and  Center  Bank-Glen  Ellyn,  Glen  Ellyn,  Illinois,  with .  72,097,000 

merged  May  24.  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  944,783,000 


MAGNA  MILLIKIN  BANK  OF  DECATUR,  NATIONAL  ASSOCIATION, 

Decatur,  Illinois,  and  Magna  Bank  of  Springfield,  Springfield,  Illinois,  and  Magna  Bank  of  McLean  County, 
Bloomington,  Illinois 

Names  of  institutions  and  type  of  transaction  Total  assets 

Magna  Millikin  Bank  of  Decatur,  National  Association,  Decatur,  Illinois  (5089),  with  .  $  307,500,000 

and  Magna  Bank  of  Springfield,  Springfield,  Illinois,  with  .  279,517,000 

and  Magna  Bank  of  McLean  County.  Bloomington,  Illinois,  with .  102,171,000 

merged  May  24,  1991,  under  charter  5089  and  title  "Magna  Bank  of  Central  Illinois,  National  Association."  The  merged  bank 

at  date  of  merger  had  .  689,188,000 


FIRST  OF  AMERICA  BANK-NORTHEAST  ILLINOIS,  NATIONAL  ASSOCIATION, 

Libertyville,  Illinois,  and  First  of  America  Bank-Golf  Mill,  Niles,  Illinois 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  of  America  Bank-Northeast  Illinois,  National  Association,  Libertyville,  Illinois  (15594),  with .  $  469,127,000 

and  First  of  America  Bank-Golf  Mill,  Niles,  Illinois, with  .  143,631 ,000 

merged  June  1 ,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  621 ,406,000 


BANK  ONE.  MERRILLVILLE,  NATIONAL  ASSOCIATION, 

Gary,  Indiana,  and  Bank  One,  Elkhart,  Elkhart,  Indiana 

Names  of  institutions  and  type  of  transaction  Total  assets 

Bank  One.  Merrillville.  National  Association.  Gary,  Indiana  (15455),  with .  $  546,156,000 

and  Bank  One.  Elkhart.  Elkhart,  Indiana,  with .  58,468,000 

merged  June  1 ,  1 991 ,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  604,604,000 
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NORWEST  BANK  IOWA,  NATIONAL  ASSOCIATION, 

Des  Moines,  Iowa,  and  Peoples  Bank  and  Trust  Company,  Waterloo,  Iowa 


UCo  iviuii  ico,  ivjvva,  an  kj  i  cupico  ljumix  ■  j  ,  -  -  ~ 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Norwest  Bank  Iowa,  National  Association,  Des  Moines,  Iowa  (2307),  with . 

$  3.408,454,000 
156.419.000 

merged  June  17,  1991.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

3.570.311,000 

THE  FIRST  NATIONAL  BANK  IN  CIMARRON, 

Cimarron,  Kansas,  and  The  Farmers  State  Bank,  Ingalls,  Kansas,  Ingalls,  Kansas 


Names  of  institutions  and  type  of  transaction 

Total  assets 

$  29.994,000 

|  piG  rirsi  INdllUMdl  Ddl  lf\  III  v^ll  l  idi  i  UI  i,  v-/ii  i  iai  i  ui  i,  rxcuioao  y  i  uolc//,  wihi 

.  10,356,000 

aria  1  IlG  I  aimers  oldlG  Ddflft,  lliydiio,  r\di  load,  niyaiio,  r\ai  load,  vvuu 

merged  May  1 .  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

40,350,000 

COMPTROLLER’S  DECISION 

On  October  13,  1990,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  (OCC)  for 
prior  authorization  of  The  First  National  Bank  in  Cimar¬ 
ron,  Cimarron,  Kansas  (First  National),  to  purchase 
certain  assets  and  assume  the  deposit  liabilities  of 
Farmers  State  Bank  of  Ingalls,  Ingalls,  Kansas 
(Farmers).  The  application  is  based  on  an  agreement 
entered  into  by  the  proponents  on  August  31 ,  1990. 

As  of  August  31,  1990,  First  National  held  total 
deposits  of  $27  million  and  operated  from  its  sole 
Cimarron  office.  As  of  the  same  date,  Farmers  held 
total  deposits  of  $10  million  and  operated  from  its 
sole  office  in  Ingalls.  First  National  is  controlled  by 
First  National  Agency,  Inc.  Farmers  is  controlled  by 
Ingalls  Insurance  Agency,  Inc. 

Farmers  and  First  National  derive  the  bulk  of  their 
deposits  from  the  communities  of  Ingalls  and  Cimar¬ 
ron,  where  they  are  the  only  competitors.  This  is  a 
rural  area  with  a  population  of  approximately  2,000.  In 
light  of  the  small  population  (See  Decision  of  the 
Comptroller  on  the  application  to  merge  The  National 
Bank  and  Trust  Company  of  Norwich,  Norwich,  New 
York,  with  National  Bank  of  Oxford,  Oxford,  New  York, 
dated  April  3,  1983),  the  existence  of  other  possible 
entrants  throughout  the  state,  and  the  fact  that  a  sig¬ 
nificant  portion  of  the  area  residents  commute  to  Gar¬ 
den  City  and  Dodge  City  for  work  or  other  services, 
we  find  that  the  appropriate  relevant  geographic 
market  includes  the  neighboring  cities  of  Dodge  City 
and  Garden  City. 

Of  the  17  banks  and  thrifts  competing  in  this  market, 
Farmers  and  First  National  are  the  smallest 
depositories.  After  consummation  of  the  proposed 
transaction,  First  National  would  become  the  fourth 
smallest  depository,  with  a  2  percent  market  share. 


Accordingly,  consummation  of  the  proposal  would 
have  no  significant  adverse  effects  upon  competition 
in  the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  the  OCC  to  consider 
.  .  the  financial  and  managerial  resources  and  fu¬ 
ture  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the 
communities  to  be  served.”  First  National  has  the 
financial  and  managerial  resources  to  consummate 
the  transaction  without  adversely  affecting  its  overall 
condition.  The  future  prospects  for  the  resulting  bank 
are  favorable,  as  are  the  effects  of  the  proposal  on 
the  convenience  and  needs  of  the  general  public  to 
be  served. 

A  review  of  the  record  of  this  application  and  other  in¬ 
formation  available  to  the  OCC  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  record  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low-  and 
moderate-income  neighborhoods,  is  less  than  satis¬ 
factory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  U.S.C.  1828(c))  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal 
are  satisfactory.  Accordingly,  the  application  is  ap¬ 
proved. 

February  6,  1991 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  ad¬ 
verse  effect  on  competition. 
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THE  HARLAN  NATIONAL  BANK, 

Harlan,  Kentucky,  and  Union  Bank  and  Trust  Company,  Irvine  Kentucky 

Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Harlan  National  Bank,  Harlan,  Kentucky  (12295)  with  - TTTT - 

ana  union  bank  and  Trust  Company,  Irvine,  Kentucky,  with 

merged  April  1 .  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

LIBERTY  NATIONAL  BANK  OF  NORTHERN  KENTUCKY, 
Erlanger,  Kentucky,  and  The  Florence  Deposit  Bank,  Florence, 
Fort  Thomas,  Kentucky 


Kentucky,  and  The  Fort  Thomas  Bellevue  Bank, 


_ _ Names  of  institutions  and  type  of  transaction 

Liberty  National  Bank  of  Northern  Kentucky,  Erlanger,  Kentucky  (22390)  with 

and  The  Florence  Deposit  Bank,  Florence,  Kentucky,  with . ' ’  ’  . 

and  The  Fort  Thomas  Bellevue  Bank,  Fort  Thomas,  Kentucky,  with 

ofme^ge^had  1  Chart6r  22390  and  title  "Liberty  National  Bank  of  Northern  Kentucky.”  The  merged  bank  at  date 


Total  assets 


$  62,950,000 
94,975,000 
186,432,000 

344,357,000 


THE  FARMER'S  NATIONAL  BANK  OF  DANVILLE, 

Danville,  Kentucky,  and  Citizens  Bank  &  Trust  Company,  Burain,  Kentucky.  Burain  Kentucky 

Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Farmer  s  National  Bank  of  Danville.  Danville,  Kentucky  (2409)  with 

and  Citizens  Bank  &  Trust  Company,  Burgin,  Kentucky,  Burgin,  Kentucky  with 

merged  June  1 ,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$  128,433,000 
12,220,000 
140,663,000 

WHITNEY  NATIONAL  BANK. 

New  Orleans.  Louisiana,  and  Whitney  National  Bank  of  St.  Tammany  Parish.  Mandeville  Louisiana 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Whitney  National  Bank,  New  Orleans,  Louisiana  (14977)  with 

<t  9  7QO  C7C  non 

and  Whitney  National  Bank  of  St.  Tammany  Parish,  Mandeville,  Louisiana  (21995)  with 

merged  June  30,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

4>  *L,  /  C7C7,0  /  D,UUU 

52,732,000 

2,834,784,000 

FIRST  NATIONAL  BANK  OF  MARYLAND, 

Baltimore,  Maryland,  and  Washington  Bank  (of  Maryland),  Baltimore,  Maryland 

Names  of  institutions  and  type  of  transaction 

First  National  Bank  of  Maryland,  Baltimore,  Maryland  (1413),  with . 

and  Washington  Bank  (of  Maryland),  Baltimore,  Maryland,  with  . ''''''' 

merged  May  1 0.  1 991 .  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


Total  assets 
$  68,873,825,000 


THE  FIRST  NATIONAL  BANK  OF  BOSTON, 

Boston,  Massachusetts,  and  Boston  Trade  Bank,  Boston,  Massachusetts _ 

_  _  Names  of  institutions  and  type  of  transaction  jotai  assefS 

The  First  National  Bank  of  Boston,  Boston,  Massachusetts  (200),  with 
and  Boston  Trade  Bank,  Boston,  Massachusetts,  with 

merged  May  3,  1 99 1  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 
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THE  FIRST  NATIONAL  BANK  OF  BOSTON, 

Rnstnn  Massachusetts,  and  First  Mutual  Bank  for  Savings.  Boston,  Massachusetts 

Names  of  institutions  and  type  of  transaction 

Total  assets 

— 

l  h©  first  National  BcinK  oi  Doston,  tjosion,  ividoodL/NUoouo  [duu/,  wmi . 

and  First  Mutual  Bank  for  Savings,  Boston,  Massachusetts,  with . 

merged  June  28  1991  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  . 

— 

FIRST  OF  AMERICA  BANK-SOUTHEAST  MICHIGAN,  NATIONAL  ASSOCIATION, 

Detroit,  Michigan,  and  First  of  America  Bank-Lapeer,  National  Association,  Lapeer,  Michigan 

Names  of  institutions  and  type  of  transaction _ Total  assets _ 

First  of  America  Bank-Southeast  Michigan,  National  Association,  Detroit,  Michigan  (14925),  with  . 

and  First  of  America  Bank-Lapeer,  National  Association.  Lapeer,  Michigan  (1731),  with . 

merged  April  1 ,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


$  2,734,546,000 
106,056,000 
2,841,859,000 


COMMERCE  BANK  OF  KANSAS  CITY,  NATIONAL  ASSOCIATION, 

Kansas  Citv  Missouri,  and  Commerce  Bank  of  Clay  County,  National  Association,  Kansas  City,  Missouri 

Names  of  institutions  and  type  of  transaction 

Total  assets 

.  $  1,765,665,000 

Commerce  Bank  of  Kansas  city,  National  Association,  t\ansas  v^uy,  ivnbbuui  i  ^  i  jjojj,  ww  ■  .  . 

83,323.000 

and  Commerce  Bank  ot  Clay  county,  National  Association,  r\ansdb  uuy,  ivubbuui  1 t  wm  ■ . 

merged  April  1  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 

1.844,135,000 

COMMERCE  BANK  OF  ST.  LOUIS,  NATIONAL  ASSOCIATION, 

Clayton,  Missouri,  and  Commerce  Bank  of  St.  Charles  County,  National  Association,  St.  Peters,  Missouri 


Names  of  institutions  and  type  of  transaction 

Commerce  Bank  of  St.  Louis,  National  Association,  Clayton,  Missouri  (16945),  with  . 

and  Commerce  Bank  of  St.  Charles  County,  National  Association,  St.  Peters,  Missouri  (16946),  with 
merged  June  1 ,  1 991 .  The  merged  bank  at  date  of  merger  had . 


Total  assets 


$  2,384,660,000 
212,833,000 
2,583,954,000 


UNITED  MISSOURI  BANK,  NATIONAL  ASSOCIATION, 

Kansas  City,  Missouri,  and  United  Missouri  Bank  of  Clay  County,  National  Association,  Liberty,  Missouri,  and 
United  Missouri  Bank  Northland,  Kansas  City,  Missouri _ _ 

Names  of  institutions  and  type  of  transaction  _ Total  as 


United  Missouri  Bank,  National  Association,  Kansas  City,  Missouri  (13936),  with  . 

and  United  Missouri  Bank  of  Clay  County,  National  Association,  Liberty,  Missouri  (20427),  with  . 

and  United  Missouri  Bank  Northland,  Kansas  City,  Missouri,  with  . t . ■ , ,  •  , 

merged  June  3,  1991 ,  under  charter  13936  and  title  “United  Missouri  Bank,  National  Association."  The  merged  bank 

at  date  of  merger  had  . i_  .  _______  -  -  - 


$  1,882,051,000 
16,633,000 
30,519,000 

2,416,559,000 


THE  SECURITY  NATIONAL  BANK  OF  LAUREL, 

Laurel  Nebraska,  and  Security  State  Bank,  Allen,  Nebraska - - - - 

Names  of  institutions  and  type  of  transaction 

Total  assets 

i.  1 _ „l  1  MahrocLo  /IQIflOl  uuith  $  24. 03/, 000 

The  Security  National  oari*  ui  uduiei,  v  . 

.  7,749,000 

and  Security  State  Bank,  Allen,  NeDrasKa,  wun  . 

meraed  April  1  1991  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

.  31.785.000 
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NORWEST  BANK  NEBRASKA.  NATIONAL  ASSOCIATION. 

Omaha,  Nebraska,  and  First  National  Bank  of  Bellevue,  Bellevue  Nebraska 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Norwest  Bank  Nebraska,  National  Association,  Omaha,  Nebraska  (2978)  with 

<C  i  1 1  q  nnn 

and  First  National  Bank  of  Bellevue.  Bellevue,  Nebraska  (15096)  with 

A7  ftft/i  nnn 

merged  May  1 ,  1 991  under  charier  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

1.507.003.000 

*  *  * 

MEADOWLANDS  NATIONAL  BANK, 

North  Bergen,  New  Jersey,  and  Mountain  Ridqe  Bank,  West  Orange  New  Jersey 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Meadowlands  National  Bank,  North  Bergen,  New  Jersey  (12732)  with 
and  Mountain  Ridge  Bank,  West  Orange.  New  Jersey  with 

merged  April  22,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$  36,195,000 
43,785,000 
79.980.000 

*  ★  * 

THE  FIRST  NATIONAL  BANK  OF  TOMS  RIVER,  N.J., 

Toms  River,  New  Jersey,  and  First  National  Bank  of  New  Jersey/Salem  Countv.  Penns  Grove  New  Jersey 

Names  of  institutions  and  type  of  transaction 

Total  assets 

The  First  National  Bank  of  Toms  River,  N.J.,  Toms  River,  New  Jersey  (2509)  with 

and  First  National  Bank  of  New  Jersey/Salem  County,  Penns  Grove,  New  Jersey  (5387)  with 
merged  May  2,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$  1,653,668,000 
116,906,000 
1,770,574,000 

*  *  * 

OCEAN  NATIONAL  BANK, 

Point  Pleasant  Beach,  New  Jersey,  and  Bay  State  Bank,  Ship  Bottom  New  Jersev 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Ocean  National  Bank,  Point  Pleasant  Beach,  New  Jersey  (5712)  with 
and  Bay  State  Bank,  Ship  Bottom.  New  Jersey,  with 

merged  May  10,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$  536,617,000 
147,306,000 
683,923,000 

FIRST  FIDELITY  BANK,  NATIONAL  ASSOCIATION, 

Newark,  New  Jersey,  and  The  First  National  Bank  of  Toms  River,  N  J  Toms  River  New  Jersev 

Names  of  institutions  and  type  of  transaction 

Total  assets 

First  Fidelity  Bank,  National  Association,  Newark,  New  Jersey  (1452)  with 

and  The  First  National  Bank  of  Toms  River,  N.J.,  Toms  River,  New  Jersey  (2509)  with 

merged  May  22,  1 991 .  under  charier  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$  11,991,000,000 
1,409,548,000 
13.055,000,000 

*  *  * 

BENEFICIAL  NATIONAL  BANK  USA, 

Peapack,  New  Jersey,  and  Barclays  Bank  of  Delaware,  National  Association  Wilminaton  Delaware 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Beneficial  National  Bank  USA,  Peapack,  New  Jersey  (22160)  with 

and  Barclays  Bank  of  Delaware,  National  Association,  Wilimington,  Delaware  (20697)  with 

merged  June  1 4,  1 991 ,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$  50,773,000 
566,173,000 
616,946,000 
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KEY  BANK  OF  WESTERN  NEW  YORK,  NATIONAL  ASSOCIATION, 
Buffalo,  New  York,  and  Goldome,  Buffalo,  New  York 


Names  of  institutions  and  type  of  transaction  Total  assets 

Key  Bank  of  Western  New  York.  Buffalo,  New  York  (4988),  with  . 

and  Goldome,  Buffalo,  New  York,  with  . 

merged  May  31 ,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


KEY  BANK  OF  CENTRAL  NEW  YORK,  NATIONAL  ASSOCIATION, 

Syracuse,  New  York,  and  Goldome,  Buffalo,  New  York _ _ _ 

Names  of  institutions  and  type  of  transaction  Total  assets 

Key  Bank  of  Central  New  York,  National  Association,  Syracuse,  New  York  (18756),  with .  $  2,702,051 .000 

and  Goldome,  Buffalo,  New  York,  with  . 

merged  May  31 ,  1991  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  _ 


FIRST  NATIONAL  BANK  IN  GRAND  FORKS, 

Grand  Forks,  North  Dakota,  and  Northwood  State  Bank,  Northwood,  North  Dakota,  and  West  Fargo  State  Bank, 
West  Fargo,  North  Dakota _ _ _ _ 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  in  Grand  Forks,  Grand  Forks,  North  Dakota  (13790),  with  .  $  238,973.000 

and  Northwood  State  Bank,  Northwood,  North  Dakota,  with  .  27,073,000 

and  West  Fargo  State  Bank,  West  Fargo,  North  Dakota,  with  .  53.435.000 

meraed  April  20,  1 991 ,  under  charter  1 3790  and  title  “First  National  Bank  North  Dakota."  The  merged  bank  at 

date  of  merger  had  . . . 319,431 ,000 


GALLATIN  NATIONAL  BANK, 

Uniontown,  Pennsylvania,  and  First  National  Bank  &  Trust  Company,  Washington,  Pennsylvania _ 

Names  of  institutions  and  type  of  transaction  Total  assets 

Gallatin  National  Bank,  Uniontown,  Pennslyvania  (5034),  with .  $  1 . 1 64.51 4.000 

and  First  National  Bank  &  Trust  Company.  Washington.  Pennsylvania  (5920),  with  .  353.466,000 

meraed  Mav  1 0,  1 991 ,  under  charter  5034  and  title  “Integra  National  Bank/South."  The  merged  bank  at  date 

of  merger  had  . .  1,517,980,000 


THE  FIRST  NATIONAL  BANK  OF  LAWRENCEBURG, 

Lawrenceburg,  Tennessee,  and  The  Union  Bank,  Pulaski,  Tennessee,  and  Citizens  Bank,  Savannah,  Tennessee 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Lawrenceburg,  Lawrenceburg,  Tennessee  (6093),  with .  $  1 1 0.690.000 

and  The  Union  Bank,  Pulaski,  Tennessee,  with  .  103.547.000 

and  Citizens  Bank,  Savannah,  Tennessee,  with . 

meraed  June  14  1991,  under  charter  6093  and  title  “Third  National  Bank  of  South  Central  Tennessee.'  The  merged 

bank  at  date  of  merger  had . . . 265,218,000 


TEXAS  COMMERCE  BANK-DALLAS,  NATIONAL  ASSOCIATION. 

Dallas,  Texas,  and  Texas  Commerce  Bank-Arlington,  National  Association,  Arlington,  Texas,  and  Texas 
Commerce  Bank-Fort  Worth,  National  Association,  Fort  Worth,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

Texas  Commerce  Bank-Dallas,  National  Association,  Dallas,  Texas  (15328),  with 

and  Texas  Commerce  Bank-Arlington,  National  Association.  Arlington,  Texas  (22199).  with 

and  Texas  Commerce  Bank-Fort  Worth,  National  Association,  Fort  Worth,  Texas  (15072).  with 

meraed  April  1 5  1 991 .  under  charter  1 5328  and  title  “Texas  Commerce  Bank,  National  Association  The  merged  bank  at 
date  of  merger  had  . . 
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AMERICAN  BANK  OF  SHERMAN,  NATIONAL  ASSOCIATION, 

Sherman,  Texas,  and  Community  National  Bank,  Sherman  Texas 

Names  of  institutions  and  type  of  transaction 

Total  assets 

American  Bank  of  Sherman,  National  Association,  Sherman,  Texas  (151 79)  with 

and  Community  National  Bank.  Sherman,  Texas  (18204)  with 

merged  April  1 8.  1 991 .  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

BANK  OF  AMERICA  TEXAS,  NATIONAL  ASSOCIATION, 

Houston,  Texas,  and  Village  Green  National  Bank,  Houston,  Texas _ 

_ Names  of  institutions  and  type  of  transaction  Total  assets 

Bank  of  America  Texas,  National  Association,  Houston,  Texas  (22429),  with 
and  Village  Green  National  Bank,  Houston.  Texas  (18407),  with . . 

merged  May  9.  1 991 .  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  . 


THE  PEOPLES  NATIONAL  BANK  OF  BELTON, 

Belton,  Texas,  and  Texas  Bank  &  Trust  of  Temple.  Temple  Texas 

Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Peoples  National  Bank  of  Belton,  Belton,  Texas  (8518)  with 
and  Texas  Bank  &  Trust  of  Temple,  Temple.  Texas  with 

merged  May  9.  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

BANK  ONE,  TEXAS,  NATIONAL  ASSOCIATION, 

Dallas,  Texas,  and  Capital  Bank,  Dallas,  Texas 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Bank  One,  Texas,  National  Association,  Dallas,  Texas  (21969)  with 
and  Capital  Bank,  Dallas,  Texas,  with 

merged  May  1 6,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

VALLEY-HI  NATIONAL  BANK  OF  SAN  ANTONIO, 

San  Antonio,  Texas,  and  Northwest  Bank,  National  Association,  San  Antonio  Texas 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Valley-Hi  National  Bank  of  San  Antonio.  San  Antonio,  Texas  (14963)  with 
and  Northwest  Bank,  National  Association,  San  Antonio,  Texas  with 

merged  June  6.  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

THE  FROST  NATIONAL  BANK  OF  SAN  ANTONIO, 

San  Antonio,  Texas,  and  Portland  State  Bank,  Portland.  Texas 

Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Frost  National  Bank  of  San  Antonio,  San  Antonio,  Texas  (51 79),  with 
and  Portland  State  Bank.  Portland  Texas  with 

merged  June  7,  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

.  2,528,068.000 

NATIONAL  BANK, 

Gatesville,  Texas,  and  Peoples  Bank,  Hewitt,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

National  Bank,  Gatesville,  Texas  (4097),  with .  $  120  464  0 

and  Peoples  Bank,  Hewitt,  Texas,  with 

merged  June  1  J,  1991  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


THE  EMPIRE  NATIONAL  BANK  OF  CLARKSBURG, 

Clarksburg,  West  Virginia,  and  The  Blueville  Bank  of  Grafton,  Grafton,  West  Virginia 


Names  of  institutions  and  type  of  transaction  Total  assets 

The  Empire  National  Bank  of  Clarksburg,  Clarksburg,  West  Virginia  (7029),  with  . 

and  The  Blueville  Bank  of  Grafton,  Grafton,  West  Virginia,  with .  47,687.000 


merged  April  5,  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


COMMUNITY  BANK  &  TRUST,  NATIONAL  ASSOCIATION, 

Fairmont,  West  Virginia,  and  The  Peoples  National  Bank  of  Rowlesburg,  Rowlesburg,  West  Virginia 


Names  of  institutions  and  type  of  transaction  Total  assets 


Community  Bank  &  Trust,  National  Association,  Fairmont,  West  Virginia  (15760),  with .  $  286.000,000 

and  The  Peoples  National  Bank  of  Rowlesburg,  Rowlesburg,  West  Virginia  (10250),  with  .  12,000.000 

merged  April  26,  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  _ 298.000.000 


MONTGOMERY  NATIONAL  BANK, 

Montgomery,  West  Virginia,  and  The  National  Bank  of  Ansted,  Ansted,  West  Virginia 


Names  of  institutions  and  type  of  transaction  Total  assets 

Montgomery  National  Bank,  Montgomery,  West  Virginia  (5691),  with  .  $  69.996,000 

and  The  National  Bank  of  Ansted,  Ansted,  West  Virginia  (14318),  with .  24,890.000 


merged  April  29,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


FIRST  WISCONSIN  NATIONAL  BANK  OF  MILWAUKEE, 

Milwaukee.  Wisconsin,  and  First  Wisconsin  National  Bank  of  Mequon,  Mequon,  Wisconsin 

Names  of  institutions  and  type  of  transaction 

Total  assets 

First  Wisconsin  National  Bank  of  Milwaukee,  Milwaukee,  Wisconsin  (64),  with  . 

and  First  Wisconsin  National  Bank  of  Mequon,  Mequon,  Wisconsin  (15634),  with . 

merged  April  1 ,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 

...  $  3,676,542,000 

50,118.000 
3.722,922,000 

FIRST  WISCONSIN  NATIONAL  BANK  OF  WISCONSIN, 

Milwaukee  Wisconsin,  and  First  Wisconsin  National  Bank  of  Southgate,  Greenfield,  Wisconsin 

Names  of  institutions  and  type  of  transaction 

Total  assets 

First  Wisconsin  National  Bank  of  Wisconsin,  Milwaukee,  Wisconsin  (64),  with  . 

and  First  Wisconsin  National  Bank  of  Southgate,  Greenfield,  Wisconsin  (14829),  with  . 

merged  May  1 ,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  . 

$  3,722,922,000 
90,348.000 
3,811.538.000 

WOOD  COUNTY  NATIONAL  BANK  &  TRUST, 

Wisconsin  Rapids,  Wisconsin,  and  Community  State  Bank,  Wisconsin  Rapids,  Wisconsin 


V  V  ICDUUI  ION  1  1  lapiUO,  v  ¥  IOUWI  IOII  l,  J  ..X,  -  -  ~  , 

Names  of  institutions  and  type  of  transaction 

Total  assets 

4.,  DonL  fi.  Truct  VA/icr'/^ncin  RaniHc  Wicrnncin  with  .  $  130.2/6.000 

VVUUU  UUUIliy  INCUIUI  lai  uai  ir\  m  .  ■  uoi,  . . 

39,208.000 

ana  uuniiiiumiy  oidic  dchi^v,  wiovui ioh i  ■  la^iuo,  Tnownom,  . . 

merged  May  20,  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

166,277,000 

THE  FIRST  NATIONAL  BANK  OF  COLUMBUS, 

r.nliimhns  Wisconsin,  and  Rio-Fall  River  Union  Bank.  Fall  River,  Wisconsin 

Names  of  institutions  and  type  of  transaction 

Total  assets 

.  $  40.873.000 

I  he  r irst  National  oanK  ot  v_/oiuniuuo,  ouiui  i  iuu^,  wiovaji  ion i  v  • '  vv,u  1 
and  Rio-Fall  River  Union  Bank,  Fall  River,  Wisconsin,  with 

merged  May  31 ,  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

.  23,613,000 

.  64,486.000 
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FIRST  WISCONSIN  NATIONAL  BANK  OF  MILWAUKEE 
Milwaukee,  Wisconsin,  and  First  Wisconsin  Bank  of  Mavf 


Names  of  institutions  and  type  of  transaction 

Total  assets 

First  Wisconsin  National  Bank  of  Milwaukee.  Milwaukee,  Wisconsin  (64)  with 
and  First  Wisconsin  Bank  of  Mayfair,  Wauwatosa,  Wisconsin  with 

merged  June  1 ,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

.  3,920,052,000 

COMMERCE  NATIONAL  BANK 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Commerce  National  Bank,  City  of  Commerce.  California  (17817)  with 
and  Liberty  Federal  Savings  Bank,  Montebello,  California  with 

merged  June  7,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  meroer  had 

.  $  37,045,000 

FLAGLER  NATIONAL  BANK, 
West  Palm  Beach,  Florida,  an 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Flagler  National  Bank,  West  Palm  Beach,  Florida  (16409),  with 
and  Central  Savings  and  Loan,  Stuart,  Florida  with 

merged  April  22,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

COLUMBIA  NATIONAL  BANK  OF  CHICAGO, 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Columbia  National  Bank  of  Chicago,  Chicago,  Illinois  (15260),  with 
and  Capital  Federal  Bank  for  Savings,  Chicago,  Illinois,  with 

merged  May  1 0.  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  merger  had 

THE  MID-CITY  NATIONAL  BANK  OF  CHICAGO, 
Chicago,  Illinois,  and  Clyde  Federal  Savings  Association 


Names  of  institutions  and  type  of  transaction 

Total  assets 

The  Mid-City  National  Bank  of  Chicago,  Chicago.  Illinois  (13684),  with 
and  Clyde  Federal  Savings  Association,  North  Riverside,  Illinois,  with 

merged  May  31 ,  1991.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

THE  FIRST  NATIONAL  BANK  OF  ARCOLA, 


Names  of  institutions  and  type  of  transaction 

Total  assets 

The  First  National  Bank  of  Areola,  Areola.  Illinois  (2204)  with 

and  First  Federal  Savings  Association  of  Tuscola,  Tuscola,  Illinois,  with 

merged  June  7  1991.  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

FIRST  NATIONAL  BANK  OF  MARYLAND, 
Baltimore,  Maryland,  and  Vermont  Federal 


Names  of  institutions  and  type  of  transaction 

First  National  Bank  of  Maryland.  Baltimore,  Maryland  (1413)  with 
and  Vermont  Federal  Savings  &  Loan  Timomum.  Maryland  with 

merged  June  24  1991 .  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

Total  assets 

78 


THE  CITIZENS  NATIONAL  BANK  OF  MERIDAN, 

Meridan,  Mississippi,  and  Southeastern  Federal  Savings  Bank.  Laurel.  Mississippi 


Names  of  institutions  and  type  of  transaction  Total  assets 

The  Citizens  National  Bank  of  Meridan,  Meridan,  Mississippi  (7266),  with .  $  312,671 ,000 

and  Southeastern  Federal  Savings  Bank,  Laurel,  Mississippi,  with  . 


merged  May  31 ,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


PHILLIPSBURG  NATIONAL  BANK  AND  TRUST  COMPANY, 

Phillipsburg,  New  Jersey,  and  First  Atlantic  Savings  &  Loan  Association,  South  Plainfield,  New  Jersey 


Names  of  institutions  and  type  of  transaction  Total  assets 

Phillipsburg  National  Bank  and  Trust  Company,  Phillipsburg,  New  Jersey  (1239),  with .  $  212,338,000 

and  First  Atlantic  Savings  &  Loan  Association,  South  Plainfield,  New  Jersey,  with  . 


merged  May  4,  1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


VALLEY  NATIONAL  BANK, 

Passaic,  New  Jersey,  and  VNB  Interim  FSA,  Passaic,  New  Jersey 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Valley  National  Bank,  Passaic,  New  Jersey  (15790),  with  . 

and  VNB  Interim  FSA,  Passaic,  New  Jersey,  with  . 

merged  May  28,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 

.  $  1,880,539,000 

THE  FIRST  NATIONAL  BANK, 

Dayton,  Ohio,  and  Gem  Savings  Association,  F.A.,  Dayton,  Ohio 


Names  of  institutions  and  type  of  transaction  Total  assets 


The  First  National  Bank,  Dayton,  Ohio  (1 788),  with  .  $1,088,762,000 

and  Gem  Savings  Association,  F  A.  Dayton,  Ohio,  with .  1,162,990,000 

merged  May  24,  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  2,186,706,000 


FIRST  AMERICAN  BANK  SULPHUR  SPRINGS,  NATIONAL  ASSOCIATION, 

Sulphur  Springs,  Texas,  and  Texas  Commercial  Federal  Savings  Association,  Sulphur  Springs,  Texas 


Names  of  institutions  and  type  of  transaction  Total  assets 

First  American  Bank  Sulphur  Springs,  National  Association,  Sulphur  Springs,  Texas  (15250),  with  .  $  27.036.000 

and  Texas  Commercial  Federal  Savings  Association,  Sulphur  Springs,  Texas,  with . 


merged  June  14,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


NCNB  TEXAS  NATIONAL  BANK, 

Dallas,  Texas,  and  Commonwealth  Federal  Savings  Association,  Houston.  Texas 


Names  of  institutions  and  type  of  transaction  Total  assets 

NCNB  Texas  National  Bank,  Dallas,  Texas  (21834),  with  .  $  32,731 ,920.000 

and  Commonwealth  Federal  Savings  Association,  Houston,  Texas,  with . 


merged  June  21,1 991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


FIRST  INTERSTATE  BANK  OF  TEXAS,  NATIONAL  ASSOCIATION, 

Houston,  Texas,  and  Commonwealth  Federal  Savings  Association,  Houston,  Texas 


Names  of  institutions  and  type  of  transaction  Total  assets 

First  Interstate  Bank  of  Texas,  National  Association,  Houston,  Texas  (17612).  with  $  4,803.513.000 

and  Commonwealth  Federal  Savings  Association,  Houston,  Texas,  with 


merged  June  21 ,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 
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BROWNSVILLE  NATIONAL  BANK, 

Brownsville.  Texas,  and  Amigo  Federal  Savings  and  Loan  Association,  Brownsville,  Texas _ 

Names  of  institutions  and  type  of  transaction  Total  assets 

Brownsville  National  Bank.  Brownsville,  Texas  (16374),  with .  $  55  990  000 

and  Amigo  Federal  Savings  and  Loan  Association,  Brownsville,  Texas,  with .  ’  ’  _ 

merged  June  28,  1991,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  — 


AMARILLO  NATIONAL  BANK, 

Amarillo,  Texas,  and  First  Federal  Savings  Association,  Borger,  Texas _ 

Names  of  institutions  and  type  of  transaction  Total  assets 

Amarillo  National  Bank,  Amarillo,  Texas  (14206),  with  .  $660,615,000 

and  First  Federal  Savings  Association,  Borger,  Texas,  with .  ’  ’  _ 

merged  June  28,  1991 ,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  — 
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Special  Supervision  and  Enforcement  Activities 


Problem  National  Banks 


Problem  Bank  Trend:  All  Districts  Except  Southwestern 


During  the  first  half  of  1991,  regional  economic  weak¬ 
nesses  continued  to  trouble  the  national  banking 
system:  378  national  banks  in  the  United  States  are 
problem  banks,  an  increase  of  5  from  year-end  1990. 
Most  of  the  nation’s  problem  national  banks  are  located 
in  the  southwestern  states  —  OCC's  Southwestern  Dis¬ 
trict  —  but  improvements  in  the  condition  of  some  of 
these  banks  and  weaknesses  elsewhere  reduced  that 
district’s  share  of  problem  banks  to  62  percent,  down 
from  68  percent  at  the  end  of  1990. 


Problem  National  Bank  Historical  Trend  Line 


4  and  5 
rated  banks 


Source:  Special  Supervision 


Source  Special  Supervision 


Although  the  Southwestern  District  has  the  most  prob¬ 
lem  national  banks,  the  dollar  volume  of  problem  assets 
remains  heavily  concentrated  in  the  Northeastern  Dis¬ 
trict.  Valued  at  approximately  $81  million,  these  assets 
are  almost  twice  the  amount  of  those  in  the  South¬ 
western  District,  the  OCC  district  with  the  second 
largest  concentration  of  problem  assets. 

Dollar  Volume  of  Problem  Banks  by  District 
Through  June  30,  1991 


The  number  of  problem  banks  in  the  rest  of  the  country 
increased  significantly  during  the  first  half  of  1991, 
rising  from  121  to  144  in  all  of  the  OCC’s  districts  except 
the  Southwestern  District.  These  problems  largely 
reflect  weaker  economic  conditions  in  the  country. 


Source  Special  Supervision 


This  section  includes  information  on  national  bank  failures  and  sum¬ 
maries  of  recent  enforcement  cases  Data  on  national  bank  failures 
is  provided  by  OCC’s  Special  Supervision  Division  in  Washington  and 
by  the  six  district  offices.  Information  on  enforcement  actions  comes 
from  Special  Supervision,  the  Law  Department’s  Enforcement  and 
Compliance  Division,  and  district  counsel  The  latter  two  groups  are 
principally  responsible  for  presenting  and  litigating  administrative 
actions  on  the  OCC's  behalf  Because  the  OCC  often  initiates  enfor¬ 
cement  actions  against  banks  reguiring  special  supervision ,  these 
divisions  work  together  closely 
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Number  of  Bank  Failures 


National  Bank  Failures 

The  number  of  commercial  bank  failures  continues  to 
decrease  from  the  post-Depression  high  of  206  in  1989. 
A  similar  slowing  of  the  pace  of  failures  has  occurred 
in  the  national  banking  system,  with  26  failures  occur¬ 
ring  during  the  first  half  of  1991,95  in  1990,  and  110  in 
1989  Not  surprisingly,  approximately  58  percent  of  all 
national  bank  failures  were  in  the  Southwestern  District, 
the  area  with  the  largest  concentration  of  problem 
national  banks. 


National  Bank  Failures 
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Source  Special  Supervision 


Despite  the  slowdown  in  bank  failures,  the  number  of 
failures  during  the  first  half  of  1991  involving  large 
national  banks  increased.  While  it  is  still  true,  as  in 
previous  years,  that  most  national  bank  failures  occur 
in  smaller  banks  with  less  than  $25  million  in  total 
assets,  4  national  banks  with  assets  greater  than  $1 
billion  failed  during  the  first  half  of  1 991 .  This  outpaces 
year-end  totals  of  failed  national  banks  with  assets 
greater  than  $1  billion  for  the  past  two  years. 


Failed  National  Banks  by  Asset  Size 


1988 


1989 


1990 


6/30/91 


jrrjj  >oecia>  supervision 


As  with  problem  banks,  national  bank  failures  remain 
concentrated  in  the  Southwestern  District.  However, 
they  now  account  for  less  of  the  total  proportion  of 
failures  than  in  previous  periods:  approximately  58 
percent  of  the  26  national  bank  failures  in  the  first  half 
of  1 991  were  located  in  the  Southwestern  District,  down 
from  79  percent  at  the  end  of  1990. 

National  Bank  Failures  by  District 

1  3.8% 


0  NE 
K  SE 
H  CE 
□  MW 
■  SW 
S  WE 


15 


7  26.9% 
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Source  Special  Supervision 


Enforcement  Tools 

Supervisory  problems  may  be  handled  by  a  variety  of 
formal  and  informal  administrative  actions.  The  most 
common  types  of  administrative  actions  issued  in  the 
past  three  years  have  been  formal  agreements  (FAs) 
and  commitment  letters  (CLs).  This  remains  true  thus 
far  in  1 99 1  77  FAs  and  71  CLs  have  been  utilized  as  of 
June  30,  1991 .  The  use  of  orders  to  cease  and  desist 
(C&Ds),  or  consent  orders  (COs),  increased  in  the  first 
half  of  1991  while  the  use  of  memorandums  of  under¬ 
standing  (MOUs)  declined. 

Formal  Agreements 
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Source  Districts 


Numbers  of  Actions 


Commitment  Letters 
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Source:  Districts 


Orders  to  Cease  and  Desist 

120  r- . 
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Source:  Districts 


Memorandums  of  Understanding 
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Source:  Districts 


Removal  orders,  which  seek  to  remove  from  banking 
officers  and  directors  who  have  violated  the  law  or 
acted  in  an  unsafe  and  unsound  manner,  and  civil 
money  penalties  (CMPs),  used  to  encourage  correction 
of  violations  of  laws,  regulations,  are  additional  enfor¬ 
cement  tools  utilized  by  the  OCC.  Twelve  removals 
were  completed  during  the  first  half  of  1991  while  the 
OCC  issued  43  CMPs  during  this  period. 

Recent  Enforcement  Cases 

After  an  administrative  hearing,  the  Federal  Reserve 
Board  ordered  the  lifetime  removal  from  banking  and 
the  Comptroller  ordered  the  assessment  of  a  $10,000 
penalty  against  F.  Louis  Freitag,  a  former  vice-president 
of  BancFirst  Austin,  N.A.,  Austin,  Texas,  a  national  bank 
declared  insolvent  by  the  OCC  in  1 987.  David  E.  Keller, 
the  former  president  of  the  bank,  consented  to  a  lifetime 
removal  and  a  $10,000  penalty  following  the  decision 
of  the  Administrative  Law  Judge  (ALJ),  but  prior  to  the 
final  decisions  of  the  Federal  Reserve  Board  and  the 
Comptroller.  The  actions  against  Freitag  and  Keller 
were  based  on  numerous  and  repeated  legal  lending 
limit  violations  and  unsafe  and  unsound  banking  prac¬ 
tices.  As  a  result  of  these  violations  and  practices,  the 
bank  suffered  a  loss  of  $675,000. 

In  another  case,  national  bank  examiners  discovered 
that  a  bank  had  made  loans  in  excess  of  the  lending 
limit  to  a  shopping  center  developer  who  was  a 
business  associate  of  the  chairman  of  the  board  and 
majority  shareholder  of  the  bank.  The  OCC  has  al¬ 
leged  that  the  developer  received  the  benefit  of  loans 
totaling  approximately  $7.6  million  at  a  time  when  the 
bank’s  lending  limit  under  12  U.S.C.  84  was  ap¬ 
proximately  $1.7  million.  In  addition,  the  OCC  has 
alleged  that  loans  to  the  chairman  of  the  board  and 
his  related  interests  exceeded  the  limits  on  loans  to 
insiders.  The  OCC  issued  an  order  suspending  the 
chairman  of  the  board  from  participating  in  the  affairs 
of  any  insured  depository  institution.  A  hearing  on  the 
underlying  removal  action  against  the  chairman  is 
pending. 

On  September  10,  1990,  Robert  Nunis  was 
suspended  from  his  position  as  president  at  Inter¬ 
state  National  Bank,  Dallas,  Texas  (Interstate);  he 
was  permanently  removed  from  banking  on  May  6, 
1991.  This  action  was  based  on  Nunis  s  earlier  activities 
while  employed  at  Southwest  Bank  of  Mesquite, 
Mesquite,  Texas  (Southwest),  and  the  continuation  of 
some  of  these  activities  at  Interstate.  Nunis  was 
charged  with:  (1)  failure  to  disclose  outside  business 
affiliations  doing  business  with  Southwest;  (2)  voting  to 
extend  credit  on  preferential  terms  to  his  partnerships 
and  individuals  wishing  to  invest  in  them;  (3)  voting  to 
extend  credit  to  partnerships  in  debt  to  Nunis  in  order 
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to  pay  him  off;  (4)  voting  to  extend  unsecured  credit  to 
financially  weak  friends  and  business  associates;  (5) 
utilizing  inflated  appraisals  to  bolster  the  value  of 
property  held  by  his  partnerships;  (6)  arranging 
nominee  loans  to  business  associates;  and  (7)  Bank 
Secrecy  Act  violations. 

On  June  12,  1991,  the  Federal  Reserve  Board  issued 
its  final  decision  in  the  removal  action  brought  by  the 
OCC  against  Paul  E.  Lokey,  a  former  director  and 
chairman  of  the  board  of  Independent  Bank-Dallas, 
Dallas,  Texas  and  Independent  Bank-Coppell,  Coppell, 
Texas,  and  former  director,  chairman  of  the  board, 
president,  and  chief  executive  officer  of  Independent 
Bank-East,  Rockwall,  Texas.  On  November  16,  1990, 
the  OCC  issued  a  notice  of  intent  to  prohibit  further 
participation  in  banking  against  Lokey,  alleging  that  he 
had  violated  12  U.S.C.  371c(c),  12  U.S.C.  375b(3),  and 
12  CFR  215.4(a)(1).  Despite  service  of  the  notice  and 
a  subsequent  letter  advising  him  of  the  need  to  file  an 
answer,  Lokey  never  responded.  Since  there  was  no 
indication  that  an  answer  was  ever  filed  by  Lokey,  the 
scope  of  the  Federal  Reserve  Board’s  review  was 
limited  to  whether  service  of  the  notice  was  proce¬ 
dural^  correct.  Finding  the  procedure  correct,  the 
Board  authorized  the  issuance  of  an  Order  of  Prohibi¬ 
tion.  In  a  related  action,  Lokey  previously  had  been 
served  with  a  notice  assessing  a  $200,000  CMP 
against  him  for  the  same  violations,  but  had  failed  to 
request  a  hearing.  Thus,  the  notice  became  a  final  order 
of  assessment. 

On  February  8,  1991 ,  Kenneth  Semlinger,  former  presi¬ 
dent  of  the  First  National  Bank  of  Poth,  Poth,  Texas, 
stipulated  to  a  $10,000  CMP  based  on  violations  of  12 
U.S.C.  84  which  took  place  at  the  bank.  The  violations 
involved  two  different  credit  lines  before  and  after  the 
bank  was  put  on  notice  by  its  outside  auditors  of  the 
violations.  The  bank  suffered  a  loss  in  excess  of 
$334,000  on  the  credit  lines.  Mr.  Semlinger  was  not 
charged  with  illegal  insider  transactions  and  received 
no  financial  benefit  as  a  result  of  the  violations. 

On  June  21,  1991,  four  directors  of  the  First  National 
Bank  of  West  Union,  West  Union,  West  Virginia,  stipu¬ 
lated  to  and  paid  CMPs  ranging  from  $1 ,000  to  $8,000 
based  upon  numerous  repeat  violations  from  previous 
examination  reports  and  noncompliance  with  a  1989 
C&D  issued  against  the  bank.  The  bank's  chairman  and 
principal  shareholder  received  the  highest  penalty  due 
to  his  influence  over  bank  policy  and  other  members  of 
the  board  Although  the  bank  suffered  no  loss  as  a  result 
of  the  violations,  and  none  of  the  directors  were  charged 
//ith  illegal  insider  activity,  the  violations  displayed  the 
bank’s  continuing  disregard  of  the  law  and  failure  to 
correct  internal  deficiencies  as  required  by  the  OCC. 


On  June  4,  1991,  Fred  Graff,  former  chairman  of  the 
board  of  Hondo  National  Bank,  Hondo,  Texas,  stipu¬ 
lated  to  a  permanent  removal  from  banking  and  a 
$3,000  CMP  resulting  from  violations  of  12  U.S.C.  84 
and  Regulation  O  in  connection  with  loans  to  himself, 
as  well  as  chronic  noncompliance  with  a  1985  C&D 
issued  against  the  bank.  In  addition,  two  other  directors 
stipulated  to  $2,000  and  $3,000  CMPs,  respectively.  As 
part  of  the  agreement,  the  directors  agreed  to  reim¬ 
burse  the  bank  for  illegal  dividends  they  received  in 
1983,  and  the  OCC  agreed  to  deduct  that  amount  from 
the  penalty  each  owed.  The  bank  suffered  no  loss  as  a 
result  of  the  violations. 

On  May  8,  1991,  an  administrative  hearing  was  held  in 
Oklahoma  City,  Oklahoma,  in  two  matters  involving  Alan 
W.  Noyes,  former  chairman  of  the  board  of  directors  at  the 
bank.  The  OCC  alleged  that  Mr.  Noyes  engaged  in  unsafe 
and  unsound  practices  and  committed  violations  of 
federal  banking  law  by:  (1)  making  unauthorized  trades 
on  behalf  of  the  bank;  (2)  using  the  bank’s  accounts  to 
make  trades  for  himself  and  his  son;  (3)  investing  exces¬ 
sive  amounts  in  corporate  bonds;  (4)  misapplying 
dividends;  (5)  making  excessive  loans  to  affiliates  which 
were  not  properly  collateralized;  and  (6)  obtaining  the 
benefit  of  three  bank  loans  which  carried  more  than  the 
normal  risk  of  repayment.  The  OCC  sought  a  $100,000 
CMP  from  Mr.  Noyes  and  an  order  to  bar  him  permanently 
from  the  banking  industry.  Mr.  Noyes  did  not  appear  at 
the  hearing  in  person  or  through  a  representative.  On 
June  18,  1991 ,  the  ALJ  issued  a  decision  recommending 
imposition  of  the  $100,000  CMP  and  prohibition.  The 
ALJ’s  decision  was  based  on  Mr.  Noyes’s  failure  to  appear 
at  the  hearing,  required  by  the  OCC’s  Rules  of  Practice 
and  Procedure,  and  the  statute  authorizing  the  OCC  to 
seek  the  prohibition  ( 12  U.S.C.  1818).  Final  decisions  from 
the  Comptroller,  relating  to  the  civil  money  penalty,  and 
the  Federal  Reserve  Board,  with  respect  to  the  prohibition, 
are  pending. 

On  October  24,  1990,  the  OCC  filed  notices  assessing 
civil  money  penalties  against  six  former  board  mem¬ 
bers  of  a  failed  community  bank  in  the  Southwestern 
District  and  against  its  former  president.  On  the  same 
date,  the  OCC  filed  a  notice  of  intention  to  prohibit 
further  participation  against  the  former  president. 
These  actions  alleged  repeated  violations  of  12  U.S.C. 
161  (inaccurate  call  reports),  12  U.S.C.  84,  and  12CFR 
32  (legal  lending  limits),  and  of  a  C&D  issued  against 
the  bank.  Three  of  the  six  former  directors  have  con¬ 
sented  to  payments  of  $17,500  each  to  settle  the  ac¬ 
tions  against  them.  The  settlement  documents  provide 
that  the  directors  neither  admit  nor  deny  any  wrong¬ 
doing  by  settlement  of  these  actions.  Administrative 
hearings  have  been  scheduled  regarding  the  charges 
pending  against  the  remaining  respondents. 
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On  December  14,  1990,  the  OCC  filed  notices  assess¬ 
ing  civil  money  penalties  against  former  board  mem¬ 
bers  of  a  community  bank  in  the  Southwestern  District, 
as  well  as  against  its  former  president.  On  that  same 
date,  the  OCC  also  filed  a  notice  of  intention  to  prohibit 
further  participation  in  banking  against  the  former 
president.  These  notices  alleged  repeated  violations  of 
12  U.S.C.  161  (inaccurate  call  reports)  and  12  U.S.C. 
371c  (transactions  with  affiliates).  One  of  the  former 
directors  consented  to  the  payment  of  a  $16,000  CMP 
to  settle  the  action  against  him.  This  former  director 
neither  admitted  nor  denied  any  wrongdoing  by  settling 
the  action.  An  administrative  hearing  has  been 
scheduled  regarding  the  charges  pending  against  the 
remaining  respondents. 

On  May  17,  1991,  the  board  of  directors  of  Southeast 
Bank,  N.A.,  Miami,  Florida,  stipulated  to  a  consent  order 
prohibiting  the  bank  from  making  payments,  pursuant 
to  a  Severance  Agreement,  to  Charles  J.  Zwick,  the 
bank’s  former  chief  executive  officer  and  chairman  of 
the  board.  The  bank  also  agreed  that  it  would  submit 
for  prior  OCC  approval  any  new  agreements  or  com¬ 
mitments  with  Mr.  Zwick.  In  addition,  the  bank  agreed 
that  it  would  not  transfer  monies  or  other  assets  to  its 
holding  company,  Southeast  Banking  Corporation,  to 
make  payments,  directly  or  indirectly,  to  Mr.  Zwick.  The 
OCC  initiated  a  cease  and  desist  action  and  entered 
into  this  consent  order  with  the  bank  because  it  con¬ 
sidered  the  payment  of  severance  payments  of  ap¬ 
proximately  $500,000  per  year  for  two  and  one-half 
years  an  unsafe  or  unsound  practice. 

On  February  26,  1991,  the  boards  of  directors  of  the 
Bradford  National  Bank,  Bradford,  Vermont,  Caledonia 
National  Bank,  Danville,  Vermont,  and  the  First  National 
Bank  of  Vermont,  Springfield,  Vermont  (owned  by  the 
bank  holding  company  Independent  Bankgroup,  Inc.), 
stipulated  to  consent  orders  to  cease  and  desist.  These 
orders  required  the  banks  to  obtain  detailed  financial 
information  concerning  transactions  between  all  bank 
“insiders”  and  the  banks,  the  holding  company,  and  a 
Vermont  savings  bank.  The  orders  also  required  the 
banks  to  review  all  transactions  involving  insiders  that 
occurred  between  January  1,  1988,  and  February  26, 
1991.  Finally,  the  orders  prohibited  the  banks  from 
engaging  in  any  direct  or  indirect  transaction  with  these 
insiders  in  excess  of  $10,000  without  the  prior  approval 
of  the  OCC.  The  OCC  initiated  these  actions  to  assure 
that  the  banks  adhered  to  prudent,  safe  and  sound 
lending  practices  involving  insider  borrowing  at  the 
banks. 

The  OCC  reached  a  settlement  agreement  on  a  civil 
money  penalty  action  with  Levi  Willis,  the  former  chair¬ 
man  of  the  board  of  Atlantic  National  Bank,  Norfolk, 
Virginia,  a  failed  community  bank.  The  penalty  was 


based  on  continued  noncompliance  with  a  C&D  order 
which  had  been  placed  upon  the  bank.  Willis  agreed 
to  pay  a  $10,000  penalty. 

The  OCC  reached  settlement  agreements  on  civil 
money  penalty  actions  brought  against  two  former 
directors  of  Memorial  Bank,  N.A.,  Houston,  Texas,  a 
failed  community  bank  in  the  Southwestern  District.  The 
actions  were  brought  against  Fred  Wiggins,  the  bank’s 
former  chairman  of  the  board,  and  Steve  Smith,  the 
bank’s  former  president,  for  filing  inaccurate  and  mis¬ 
leading  call  reports  and  violations  of  12  CFR  7.3035. 
Wiggins  agreed  to  pay  a  penalty  of  $5,000  and  Smith 
agreed  to  pay  a  penalty  of  $1 ,200. 

The  OCC  litigated  an  administrative  action  seeking  to 
place  a  C&D  on  the  Lakeside  National  Bank  of  Lake 
Charles,  Lake  Charles,  Louisiana.  The  order  would 
require  the  bank  to  take  action  to  reduce  the  level  of 
criticized  and  classified  assets  and  credit  and  collateral 
exceptions,  review  the  adequacy  of  the  allowance  for 
loan  and  lease  losses,  improve  loan  administration,  and 
correct  violations  of  law.  The  order  would  also  require 
the  bank  to  rescind  certain  severance  contracts  which 
provide  “golden  parachute”  payments  for  certain 
management  members  and  obtain  the  OCC’s  approval 
before  entering  into  any  new  employment  contracts. 
The  OCC  is  currently  awaiting  the  ALJ’s  decision  on  this 
case. 

During  the  first  quarter  of  1991,  the  OCC  received  a 
favorable  opinion  from  an  ALJ  presiding  over  prohibi¬ 
tion  actions  taken  against  two  individuals  who  were 
officers,  directors,  and  controlling  shareholders  of  a 
now  insolvent  national  bank  formerly  located  in  the 
Northeastern  District.  The  actions  were  based  on  the 
respondents’  involvement  in  numerous  extensions  of 
credit  to,  or  for  the  benefit  of,  bank  affiliates  and  the 
respondents'  related  interests.  The  actions  also  alleged 
violation  of  the  bank's  legal  lending  limit  through  exten¬ 
sions  of  credit  in  which  the  extensions  directly 
benefitted  the  respondents.  The  ALJ  recommended 
that  the  Board  of  Governors  of  the  Federal  Reserve 
System  issue  Orders  of  Prohibition  against  both 
respondents. 

On  June  27,  1991,  the  OCC  announced  that  Jack  J. 
Clifford,  chairman  of  the  board  of  Southwest  National 
Bank,  Albuquerque,  New  Mexico,  and  Jack  M  Clifford, 
a  director  of  the  bank,  had  been  permanently  barred 
from  the  banking  industry  and  assessed  civil  money 
penalties.  The  Cliffords  were  also  principal 
shareholders  of  the  bank.  The  actions  were  based  on 
unsafe  and  unsound  banking  practices,  including 
loans  in  excess  of  the  bank’s  legal  lending  limit  to  bank 
directors  and  their  affiliated  business  entities  The  loans 
to  the  Cliffords  were  made  from  1984  to  1989  and  were 
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structured  so  that  $2.5  million  of  the  loans  would  appear 
to  be  made  to  third  party  borrowers,  when  the  funds 
were  actually  received  by  business  entities  owned  by 
the  Cliffords. 

In  a  decision  recently  made  public  by  the  OCC,  the 
Comptroller  imposed  a  C&D  on  the  First  National  Bank 
of  Council  Bluffs,  Council  Bluffs,  Iowa,  relating  to  incor¬ 
rect  disclosures  to  consumers  on  interest  rates  for 
loans.  The  order  is  partially  directed  at  approximately 
700  consumer  installment  loans  made  by  the  bank  from 
1986  to  1988.  The  bank  was  found  to  have  violated  the 
Truth  in  Lending  Act  (TILA)  and  Regulation  Z  by  failing 
to  disclose  a  composite  annual  percentage  rate  (APR) 
on  appropriate  TILA  forms.  The  C&D  directs  the  bank 
to  identify  the  affected  loans  and  make  adjustments  to 
the  consumers. 


On  May  2,  1991,  an  ALJ  issued  a  Recommended 
Decision  which  found  that  the  Fifth  Third  Bank  of 
Northwestern  Ohio,  Findlay,  Ohio,  and  the  Fifth  Third 
Bank  of  Miami  Valley,  Piqua,  Ohio,  violated  consumer 
protection  laws  by  failing  to  disclose  an  accurate  APR 
on  245  15-  and  30-year  mortgage  loans  made  from 
1 987  to  1 989.  The  OCC  alleged  and  the  ALJ  found  that 
the  banks  disclosed  an  APR  tied  solely  to  an  initial 
discounted  interest  rate  that  was  considerably  lower 
than  the  interest  rate  to  be  in  effect  for  most  loans.  The 
ALJ  recommended  imposition  of  a  C&D  on  both  banks, 
requiring  adjustment  to  affected  account  holders  total¬ 
ing  approximately  $290,000.  The  cases  were  con¬ 
solidated  and  tried  before  an  ALJ  on  February  7,  1991 , 
as  the  OCC’s  first  public  hearing  under  the  Crime 
Control  Act  of  1990. 
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Final  enforcement  actions  relating  to  national  banks,  January  1  to  December  31,  1990 


Effective  date 

Type  of  action 

Participant(s) 

California 

November  30 

Cease  and  desist  order,  by  consent 

Wilshire  Center  Bank,  N  A  ,  Los  Angeles 

Illinois 

December  6 

Civil  money  penalty,  by  consent 

Central  National  Bank  of  Mattoon,  Mattoon 

December  6 

Civil  money  penalty,  by  consent 

James  W  Singer,  Central  National  Bank  of  Mattoon,  Mattoon 

December  6 

Civil  money  penalty,  by  consent 

Kathleen  Steward,  Central  National  Bank  of  Mattoon,  Mattoon 

December  6 

Civil  money  penalty,  by  consent 

Burnham  E,  Neal,  Central  National  Bank  of  Mattoon,  Mattoon 

December  6 

Civil  money  penalty,  by  consent 

Cecil  K,  Crews,  Central  National  Bank  of  Mattoon,  Mattoon 

December  6 

Civil  money  penalty,  by  consent 

Harry  W.  Niemeyer,  Central  National  Bank  of  Mattoon,  Mattoon 

December  6 

Civil  money  penalty,  by  consent 

Jack  E  Horsley,  Central  National  Bank  of  Mattoon,  Mattoon 

December  6 

Civil  money  penalty,  by  consent 

Malcolm  F,  O'Neil,  Central  National  Bank  of  Mattoon,  Mattoon 

December  6 

Letter  of  reprimand 

Frank  McFarland,  Jr.,  Central  National  Bank  of  Mattoon,  Mattoon 

Iowa 

December  14 

Formal  agreement,  by  consent 

First  National  Bank  of  Muscatine,  Muscatine 

Kentucky 

December  20 

Formal  agreement,  by  consent 

Fort  Knox  National  Bank,  Fort  Knox 

Louisiana 

December  4 

Formal  agreement,  by  consent 

National  Bank  of  Commerce,  Baton  Rouge 

Massachusetts 

December  6 

Formal  agreement,  by  consent 

Milford  National  Bank  and  Trust  Company,  Milford 

Missouri 

December  5 

Formal  agreement,  by  consent 

U  S.  National  Bank  of  Clayton,  St  Louis 

Montana 

December  19 

Formal  agreement,  by  consent 

Montana  National  Bank  of  Plentywood,  Plentywood 

Nebraska 

November  16 

Termination  of  formal  agreement 

First  National  Bank  in  Mitchell,  Mitchell 

Pennsylvania 

December  21 

Termination  of  formal  agreement 

United  States  National  Bank,  Johnstown 

Texas 

December  20 

Civil  money  penalty,  by  consent 

William  K,  Barnett,  First  National  Bank  of  Levelland,  Levelland 

December  24 

Cease  and  desist  order,  by  consent 

First  National  Bank  of  Texas.  Webster 

Note:  These  orders  were  not  included  in  the  " Final  enforcement  actions  involving  national  banks,  January  1  to  December  3 1  1990  table  whic h 
appeared  in  the  volume  10,  number  1  issue  of  the  Quarterly  Journal. 
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Final  cease  and  desist  orders  involving  national  banks,  January  1  to  June  30,  1991 

Effective  date 


Arkansas 

May  22 

r  ell  uuifJai  ll(SJ 

First  Exchange  Bank  of  Little  Rock,  N  A  .  Little  Rock,  Arkansas  (by  consent) 

California 

March  19 

The  Laguna  Bank,  N  A  ,  Laguna,  Beach,  California  (by  consent) 

April  9 

Mission  Valley  Bank.  N  A  ,  San  Clemente,  California  (by  consent) 

Connecticut 

April  19 

Liberty  National  Bank,  Danbury,  Connecticut  (by  consent) 

April  30 

Summit  National  Bank,  Torrmgton,  Connecticut  (by  consent) 

District  of  Columbia 

April  18 

First  American  Bank,  N  A  .  District  of  Columbia  (by  consent) 

Florida 

June  20 

National  City  Bank,  Coral  Springs.  Florida  (by  consent) 

Hawaii 

April  25 

Bank  USA,  N.A,,  Kihei,  Hawaii  (by  consent) 

Illinois 

March  13 

Belmont  National  Bank,  Chicago,  Illinois  (by  consent) 

Kansas 

February  20 

The  Farmers  National  Bank  of  Victoria,  Hays,  Kansas  (termination  of  order) 

Louisiana 

June  25 

The  First  National  Bank  of  St  Bernard  Parish,  Chalmette,  Louisiana  (by  consent) 

Massachusetts 

February  1 

University  Bank,  N  A  .  Newton,  Massachusetts  (by  consent) 

Montana 

March  25 

The  First  National  Bank  of  White  Sulphur  Springs,  White  Sulphur  Springs,  Montana  (by  consent) 

March  25 

M-chael  E  Grove,  The  First  National  Bank  of  White  Sulphur  Spnngs,  White  Sulphur  Springs.  Montana  (by  consent) 

March  25 

Gordon  Doig,  The  First  National  Bank  of  White  Sulphur  Spnngs.  White  Sulphur  Spnngs.  Montana  (by  consent) 

New  Mexico 

January  2 

American  Bank,  N  A  ,  Rio  Rancho,  New  Mexico  (by  consent) 

Ohio 

March  4 

Malta  National  Bank.  Malta,  Ohio  (by  consent) 

March  19 
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Malta  National  Bank.  Malta.  Ohio  (by  consent) 

Citizens  National  Bank  of  Norwalk.  Norwalk.  Ohio  (by  consent) 


Final  cease  and  desist  orders  involving  national  banks.  January  1  to  June  30.  1991  —  Continued 


Effective  date 

Participant(s) 

Pennsylvania 

March  18 

Eagle  National  Bank,  Upper  Darby,  Pennsylvania  (by  consent) 

South  Carolina 

April  30 

Hilton  Head  Bank  &  Trust  Co.,  N  A.,  Hilton  Head,  South  Carolina  (by  consent) 

Texas 

January  8 

The  First  National  Bank  of  Jefferson,  Jefferson,  Texas  (by  consent) 

January  9 

American  National  Bank  Post  Oak,  Houston,  Texas  (by  consent) 

January  15 

International  Bank,  N.A.,  Brownsville,  Texas  (by  consent) 

January  17 

First  National  Bank  of  Bonham,  Bonham,  Texas  (by  consent) 

January  28 

Texas  First  National  Bank,  Houston,  Texas  (by  consent) 

March  21 

Farmers  National  Bank,  Forney,  Texas  (by  consent) 

April  2 

The  Farmers  &  Merchants  National  Bank,  Mart,  Texas  (by  consent) 

April  2 

Leonard  National  Bank,  Leonard,  Texas  (by  consent) 

April  4 

Asian  American  National  Bank,  Houston,  Texas  (by  consent) 

May  2 

First  National  Bank  of  Bonham,  Bonham,  Texas  (second  amended,  by  consent) 

May  3 

Hamilton  National  Bank,  Hamilton,  Texas  (amended,  by  consent) 

May  8 

First  National  Bank  of  Cushing,  Cushing,  Texas  (amended,  by  consent) 

June  12 

Texas  Guaranty  National  Bank,  Houston,  Texas  (by  consent) 

June  27 

Blanco  National  Bank,  Blanco,  Texas  (by  consent) 

June  27 

Blano  National  Bank,  Aaron  Posey,  Blanco,  Texas  (by  consent) 

Vermont 

February  26 

Caledonia  National  Bank,  Danville,  Vermont  (by  consent) 

February  28 

First  National  Bank  of  Vermont,  Springfield,  Vermont  (by  consent) 

February  28 

Bradford  National  Bank,  Bradford,  Vermont  (by  consent) 

Virginia 

February  6 

Bank  2000,  N  A  ,  McLean,  Virginia  (by  consent) 

February  6 

Bankstar,  N.A.,  Reston,  Virginia  (by  consent) 

March  18 

Rappahannock  National  Bank,  Washington,  Virginia  (amended,  by  consent) 

Wisconsin 

April  24 

Associated  Bank,  N  A  ,  Neenah,  Wisconsin  (by  consent) 
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_ Effective  gate 

Alabama 

June  10 

Arkansas 

April  24 

California 
February  22 

June  6 

Colorado 
March  19 

March  29 

June  13 

Connecticut 
March  19 

May  1 

District  of  Columbia 

January  29 

April  30 
June  19 

Florida 

January  9 

February  19 
February  21 
March  28 
April  2 
April  22 
April  25 
May  7 
May  17 

Georgia 

May  9 

Illinois 

Jar  jar/  15 
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Final  formal  agreements  involving  national  banks,  January  1  to  June  30,  1991 

Participant(s) 

The  First  National  Bank  of  Brundidge.  Brundidge.  Alabama  (by  consent) 

National  Bank  of  Commerce,  El  Dorado,  Arkansas  (by  consent) 

Mission  Viejo  National  Bank,  Mission  Viejo,  California  (by  consent) 

Dana  Niguel  Bank,  N  A  ,  Dana  Point,  California  (by  consent) 


The  First  National  Bank  of  La  Jara,  La  Jara,  Colorado  (termination  of  order) 

The  Snow  Bank,  N.A.,  Dillon,  Colorado  (termination  of  order) 

Bank  of  the  Rockies,  N.A.,  Colorado  Springs,  Colorado  (by  consent) 

The  Canaan  National  Bank,  Canaan,  Connecticut  (by  consent) 

First  National  Bank  of  Stamford,  Stamford,  Connecticut  (by  consent) 

American  Security  Bank,  N  A  ,  Washington,  D  C  (amended,  by  consent) 

Capital  Bank,  N  A  ,  Washington,  D  C.  (by  consent) 

Sovran  Bank/DC  National,  Washington,  D  C  (by  consent) 

Continental  National  Bank  of  Miami,  Miami,  Florida  (by  consent) 

The  First  National  Bank  and  Trust  Company  of  Treasure  Coast,  Stuart,  Florida  (by  consent) 
Universal  National  Bank,  Miami,  Florida  (by  consent) 

Ocala  National  Bank,  Ocala,  Florida  (termination  of  order) 

First  Union  National  Bank  of  Florida,  Jacksonville,  Florida  (termination  or  order) 

The  First  National  Bank  of  Miami,  Miami,  Florida  (by  consent) 

Bank  of  Florida,  N.A.,  Chiefland,  Florida  (by  consent) 

Terrabank,  N  A  Miami,  Florida  (by  consent) 

Southeast  Bank,  N  A  ,  Miami,  Florida  (by  consent) 

First  American  Bank  of  Georgia,  N  A  ,  Atlanta,  Georgia  (by  consent) 

Oakland  National  Bank,  Oakland,  Illinois  (by  consent) 


Final  formal  agreements  involving  national  banks,  January  1  to  June  30,  1991  —  Continued 


Effective  date 

Participant(s) 

April  24 

Boulevard  Bank,  N.A.,  Chicago,  Illinois  (by  consent) 

April  29 

First  Midwest  Bank,  N  A  ,  Waukegan,  Illinois  (by  consent) 

May  13 

Downers  Grove  National  Bank,  Downers  Grove,  Illinois  (by  consent) 

Iowa 

February  28 

First  Interstate  Bank  of  Des  Moines,  N  A  ,  Des  Moines,  Iowa  (by  consent) 

Louisiana 

May  23 

First  National  Bank  of  Jefferson  Parish,  Gretna,  Louisiana  (by  consent) 

June  27 

MidSouth  National  Bank,  Lafayette,  Louisiana  (by  consent) 

Maine 

May  13 

Casco  Northern  Bank,  N  A  ,  Portland,  Maine  (by  consent) 

Maryland 

January  29 

Maryland  National  Bank,  Baltimore,  Maryland  (amended,  by  consent) 

Massachusetts 

February  26 

National  Grand  Bank  of  Marblehead,  Marblehead,  Massachusetts  (by  consent) 

Michigan 

March  18 

First  Independence  National  Bank,  Detroit,  Michigan  (by  consent) 

April  24 

First  Independence  National  Bank,  Detroit,  Michigan  (by  consent) 

Minnesota 

February  1 1 

The  First  National  Bank  of  Nashwauk,  Nashwauk,  Minnesota  (by  consent) 

February  20 

The  First  National  Bank  of  Chisholm,  Chisholm,  Minnesota  (termination  of  order) 

April  10 

The  First  National  Bank  of  Deerwood,  Deerwood,  Minnesota  (by  consent) 

Nebraska 

February  13 

The  First  National  of  Gordon,  Gordon,  Nebraska  (by  consent) 

May  15 

Siouxland  National  Bank,  South  Sioux  City,  Nebraska  (by  consent) 

New  Flampshire 

May  23 

Bank  of  New  Hampshire,  NA,  Manchester,  New  Hampshire  (by  consent) 

May  23 

Strafford  National  Bank,  Dover,  New  Hampshire  (by  consent) 

New  Jersey 

March  18 

Yardville  National  Bank,  Mercerville,  New  Jersey  (by  consent) 
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Final  formal  agreements  involving  national  banks,  January  1  to  June  30,  1991  —  Continued 

Effective  date  □  - - — - - - - 

rarticipant(s) 


Broad  National  Bank.  Newark,  New  Jersey  (by  consent) 


New  York 

January  28 

May  9 


The  National  Bank  of  Roxbury,  Roxbury,  New  York  (by  consent) 

American  National  Bank  of  New  York,  Fleischmanns,  New  York  (by  consent) 


North  Carolina 

April  29 

June  26 

Ohio 

May  7 

Oklahoma 

January  30 

January  30 
February  19 
April  1 
May  6 

Rhode  Island 

May  13 

Tennessee 

March  26 

Texas 
January  19 

January  22 

January  29 

February  25 

March  20 

March  26 

March  28 

April  9 

April  12 

April  15 

April  15 

April  15 

Apr, I  16 


Crown  National  Bank,  Charlotte,  North  Carolina  (by  consent) 

RHNB  National  Bank  of  North  Carolina,  Charlotte,  North  Carolina  (by  consent) 

Kingston  National  Bank,  Kingston,  Ohio  (by  consent) 

First  National  Bank  in  Durant,  Oklahoma  City,  Oklahoma  (by  consent) 

First  National  Bank  of  Guymon,  Guymon,  Oklahoma  (by  consent) 

Leadership  Bank,  N.A.,  Oklahoma  City,  Oklahoma  (by  consent) 

Metro  Bank,  N.A.,  Oklahoma  City,  Oklahoma  (by  consent) 

First  National  Bank  &  Trust  Co  in  Clinton,  Clinton,  Oklahoma  (by  consent) 

Rhode  Island  Hospital  Trust  National  Bank,  Providence,  Rhode  Island  (by  consent) 

First  National  Bank  of  Shelbyville,  Shelbyville,  Tennessee  (by  consent) 

Citizens  National  Bank,  Victoria,  Texas  (by  consent) 

First  Community  Bank,  N  A  .  Alice,  Texas  (by  consent) 

Western  American  National  Bank,  Bedford,  Texas  (by  consent) 

Southside  National  Bank,  Nacogdoces,  Texas  (by  consent) 

Rancho  Viejo  National  Bank,  Olmito,  Texas  (by  consent) 

Interstate  National  Bank,  Dallas,  Texas  (by  consent) 

Eastpark  National  Bank,  Dallas,  Texas  (by  consent) 

First  City,  Texas-San  Antonio,  N  A  ,  San  Antonio,  Texas  (by  consent) 

First  City,  Texas-Houston,  N  A  ,  Houston,  Texas  (by  consent) 

First  City,  fexas-Austin,  N  A  ,  Austin,  Texas  (by  consent) 
otemmons  Northwest  Bank,  N  A  ,  Dallas,  Texas  (by  consent) 

Crown  Charter  National  Bank,  Dallas,  Texas  (by  consent) 

The  First  National  Bank  of  San  Antonio,  San  Antonio,  Texas  (by  consent) 
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Final  formal  agreements  involving  national  banks,  January  1  to  June  30,  1991  —  Continued 


Effective  date 

Participant(s) 

April  29 

Unity  National  Bank,  Houston,  Texas  (by  consent) 

May  9 

The  Citizens  National  Bank,  Weatherford,  Texas  (by  consent) 

May  29 

First  National  Bank  of  Quitman,  Quitman,  Texas  (by  consent) 

June  12 

First  National  Bank  of  Anna,  Anna,  Texas  (by  consent) 

June  20 

First  National  Bank  of  Franklin,  Franklin,  Texas  (by  consent) 

June  20 

Plano  East  National  Bank,  Plano,  Texas  (by  consent) 

June  25 

Turtle  Creek  National  Bank,  Dallas,  Texas  (by  consent) 

Virginia 

April  8 

First  National  Bank  of  Christianburg,  Christianburg,  Virginia  (by  consent) 

May  23 

New  Atlantic  Bank,  N  A.,  Norfolk,  Virginia  (by  consent) 

June  19 

Sovran  Bank,  N  A  ,  Richmond,  Virginia  (by  consent) 

West  Virginia 

February  28 

Albright  National  Bank  of  Kingwood,  Kingwood,  West  Virginia  (termination  of  order) 

Wisconsin 

January  1 1 

University  National  Bank,  Milwaukee,  Wisconsin  (by  consent) 

January  24 

First  National  Bank  of  St.  Croix  Falls,  St  Croix  Falls,  Wisconsin  (by  consent) 

March  20 

First  Bank  Southeast,  N.A.,  Milwaukee,  Wisconsin  (by  consent) 

Wyoming 

March  12 

First  National  Bank  at  Thermopolis,  Thermopolis,  Wyoming  (termination  of  order) 
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_  Effective  date 

Arizona 

June  24 


Final  civil  money  penalities  involving  national  banks,  January  1  to  June  30, 

Participant(s) 


Kar  Jahn,  Gateway  National  Bank,  Phoenix,  Arizona  (by  consent) 


1991 


Colorado 

January  3 

January  31 
May  29 
May  29 
May  29 
May  29 
May  29 
June  18 


Joseph  Penner,  Vail  National  Bank,  Vail,  Colorado  (by  consent) 

Joseph  Penner,  Vail  National  Bank,  Vail,  Colorado  (by  consent) 

Richard  Campbell,  Chancery  National  Bank,  Denver,  Colorado  (by  consent) 
Joseph  P  Duran,  The  National  City  Bank  of  Denver,  Denver,  Colorado  (by  consent) 
C  James  Horner,  The  National  City  Bank  of  Denver,  Denver,  Colorado  (by  consent) 
Roger  C  Cohen,  The  National  City  Bank  of  Denver,  Denver,  Colorado  (by  consent) 
Patricia  M  Knirk,  The  National  City  Bank  of  Denver,  Denver,  Colorado  (by  consent) 
Cecil  Corbitt,  First  National  Bank  of  Englewood.  Englewood,  Colorado  (by  consent) 


Connecticut 

January  29  Harbor  National  Bank  of  Connecticut,  Branford,  Connecticut  (by  consent) 


Delaware 
May  6 


Mellon  Bank  (Delaware),  N  A  ,  Wilmington,  Delaware  (by  consent) 


Illinois 
June  27 


American  National  Bank  of  DeKalb  County,  DeKalb,  Illinois  (by  consent) 


Iowa 
May  24 


First  National  Bank  of  Newell,  Newell,  Iowa  (by  consent) 


Kansas 
February  25 

May  7 


Louisiana 
April  10 

June  21 


Lawrence  L  McCants,  First  National  Bank  in  Goodland,  Goodland,  Kansas  (by  consent) 

Van  C  Stone,  National  Bank  of  Andover,  Andover,  Kansas  (by  consent) 

L  P  Palumbo,  Progressive  National  Bank  of  DeSoto  Parish,  Mansfield,  Louisiana  (by  consent) 
H  Allen  Thomason,  Bankers  Trust  of  Louisiana,  N  A  .  Kenner,  Louisiana  (by  consent) 


Minnesota 
June  4 


First  National  Bank  of  Cannon  Falls,  Cannon  Falls,  Minnesota  (by  consent) 


Mississippi 

Henry  McCaslm,  or  First  National  Bank  of  Rosedale,  Rosedale,  Mississippi  (by  consent) 


Final  civil  money  penalities  involving  national  banks,  January  1  to  June  30,  1991  —  Continued 


Effective  date 

Participant(s) 

June  16 

Henry  McCaslin,  Jr.,  First  National  Bank  of  Rosedale.  Rosedale,  Mississippi  (by  consent) 

New  Mexico 

February  20 

Jack  M.  Clifford,  Southwest  National  Bank,  Albuquerque,  New  Mexico  (by  consent) 

February  20 

Jack  J.  Clifford,  Southwest  National  Bank,  Albuquerque,  New  Mexico  (by  consent) 

February  20 

Jack  J.  Clifford,  Southwest  National  Bank,  Albuquerque,  New  Mexico  (by  consent) 

New  York 

March  8 

Kirk  C.  Kirkorian,  Community  National  Bank  &  Trust  Company  of  New  York,  Staten  Island,  New  York  (by  consent) 

Ohio 

January  16 

Consumers  National  Bank,  Minerva,  Ohio  (by  consent) 

February  14 

Charles  F.  Koppelman,  Citizens  National  Bank  of  Norwalk,  Norwalk,  Ohio  (by  consent) 

Texas 

January  24 

Liberty  National  Bank,  Austin,  Texas  (by  consent) 

January  28 

Paul  Lokey,  Independent  Bank-Dallas,  Dallas,  Texas  (by  consent) 

March  1 

Kenneth  E  Semlmger,  First  National  Bank  of  Poth,  Poth,  Texas  (by  consent) 

March  1 

David  E.  Keller,  Bancfirst  Austin,  N.A.,  Austin,  Texas  (by  consent) 

March  4 

George  McClaugherty,  Westpoint  National  Bank,  San  Antonio,  Texas  (by  consent) 

March  15 

Louis  Freitag,  BancFirst  Austin,  N.A.,  Austin,  Texas  (by  order) 

March  20 

Alan  O  Brown,  State  National  Bank,  Caddo  Mills,  Texas  (by  consent) 

April  1 1 

James  Hauck,  The  Waller  Bank,  N.A.,  Waller,  Texas  (by  consent) 

April  30 

Steve  E.  Smith,  Memorial  Bank,  N.A.,  Houston,  Texas  (by  consent) 

June  4 

James  L  Smith,  Humble  National  Bank,  Humble,  Texas  (by  consent) 

June  5 

Fred  Graff,  Henry  Finger,  Fred  Yanta,  Clyde  Haak,  Hondo  National  Bank,  Hondo,  Texas  (by  consent) 

June  17 

Raymond  Baxter,  J.R.  Quisenberry,  ResourceBank,  N.A.,  Houston,  Texas  (by  consent) 

Virginia 

June  18 

Levi  Willis,  Atlantic  National  Bank,  Norfolk,  Virginia  (by  consent) 

West  Virginia 

June  6 

Ronald  Speach,  First  National  Bank  of  West  Union,  West  Union,  West  Virginia  (by  consent) 

June  6 

Hugh  Spencer,  First  National  Bank  of  West  Union,  West  Union,  West  Virginia  (by  consent) 

June  6 

Carter  Stinespnng,  First  National  Bank  of  West  Union,  West  Union,  West  Virginia  (by  consent) 

June  6 

Jimmy  Helmick,  First  National  Bank  of  West  Union,  West  Union,  West  Virginia  (by  consent) 
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Final  removal  orders  issued  against  individuals  associated  with  national  banks,  January  1  to  June  30,  1991 

_ _ _  Participant(s) 

Colorado 


January  31 
June  18 

New  Mexico 


Joseph  Renner,  Vail  National  Bank,  Vail,  Colorado  (by  consent) 

Cecil  Corbitt,  First  National  Bank  of  Englewood,  Englewood,  Colorado  (by  consent) 


February  20 
February  20 


Jack  M  Clifford,  Southwest  National  Bank,  Allbuguergue,  New  Mexico  (by  consent) 
Jack  J  Clifford,  Southwest  National  Bank,  Albuquerque,  New  Mexico  (by  consent) 


Ohio 

February  14  Charles  F  Koppelman,  Citizens  National  Bank  of  Norwalk,  Norwalk,  Ohio  (by  consent) 


Texas 
March  4 

May  3 

May  3 

May  6 

June  5 

June  12 

June  19 


George  McClaugherty,  Westpoint  National  Bank,  San  Antonio,  Texas  (by  consent) 
David  E.  Keller,  BancFirst  Austin,  N.A.,  Austin,  Texas  (by  consent) 

Louis  Freitag,  BancFirst  Austin,  N  A.,  Austin,  Texas  (by  order) 

Robert  P  Nums,  Interstate  National  Bank,  Dallas,  Texas  (by  consent) 

Fred  Graff,  Hondo  National  Bank,  Hondo,  Texas  (by  consent) 

Paul  Lokey,  Independent  Bank-Dallas,  Dallas,  Texas  (by  order) 

Gregory  Cornwell,  First  National  Bank  of  Cedar  Hill,  Cedar  Hill,  Texas  (by  consent) 
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Changes  in  the  structure  of  the  national  banking  system,  by  states,  January  1  to  June  30,  1991 


In 

operation 
January  1, 
1991 

Organized 
and  opened 
for  business 

Merged 

Voluntary 

liquidations 

12  USC  214 

In  operation 
June  30,  1991 

Payouts 

Converted  to 
state  banks 

Merged  with 
state  banks 

Alabama  . 

52 

2 

0 

0 

0 

1 

0 

53 

Alaska . 

4 

0 

0 

0 

0 

0 

0 

4 

Arizona  . 

12 

2 

0 

0 

0 

0 

0 

14 

Arkansas  . 

80 

5 

0 

0 

0 

1 

0 

84 

California . 

162 

2 

3 

0 

0 

0 

0 

161 

Colorado . 

254 

0 

1 

0 

0 

1 

1 

251 

Connecticut . 

18 

1 

1 

0 

0 

0 

1 

17 

Delaware . 

16 

1 

0 

0 

0 

0 

0 

17 

District  of  Columbia  .  .  . 

26 

0 

2 

0 

1 

0 

0 

23 

Florida . 

167 

0 

3 

0 

0 

0 

1 

163 

Georgia . 

73 

4 

0 

0 

0 

0 

1 

76 

Hawaii . 

3 

0 

0 

0 

0 

0 

0 

3 

Idaho . 

7 

0 

0 

0 

0 

0 

0 

7 

Illinois  . 

346 

1 

1 

0 

0 

3 

4 

339 

Indiana  . 

88 

0 

1 

0 

0 

0 

2 

85 

Iowa . 

96 

3 

0 

0 

0 

0 

0 

99 

Kansas  . 

162 

2 

2 

0 

0 

0 

1 

161 

Kentucky . 

85 

2 

0 

0 

0 

0 

0 

87 

Louisiana . 

47 

0 

1 

0 

0 

0 

0 

46 

Maine  . 

7 

1 

1 

0 

0 

0 

0 

7 

Maryland . 

26 

1 

0 

0 

0 

0 

0 

27 

Massachusetts  . 

29 

1 

1 

0 

0 

0 

1 

28 

Michigan . 

65 

1 

1 

0 

0 

0 

1 

64 

Minnesota  . 

155 

0 

1 

0 

0 

0 

0 

154 

Mississippi . 

26 

0 

0 

0 

0 

0 

0 

26 

Missouri . 

91 

0 

3 

0 

0 

1 

0 

87 

Montana  . 

39 

2 

0 

0 

0 

0 

3 

38 

Nebraska . 

109 

1 

1 

0 

0 

1 

0 

108 

Nevada  . 

7 

0 

0 

0 

0 

0 

0 

7 

New  Hampshire . 

12 

2 

0 

0 

0 

0 

0 

14 

New  Jersey . 

56 

0 

4 

0 

0 

0 

0 

52 

New  Mexico  . 

41 

1 

0 

0 

0 

0 

4 

38 

New  York . 

93 

0 

0 

0 

0 

0 

0 

93 

North  Carolina . 

15 

1 

0 

0 

0 

0 

1 

15 

North  Dakota  . 

29 

1 

0 

0 

0 

0 

0 

30 

Ohio . 

133 

3 

1 

0 

0 

0 

0 

135 

Oklahoma  . 

166 

0 

0 

0 

0 

3 

0 

163 

Oregon  . 

8 

0 

0 

0 

0 

0 

0 

8 

Pennsylvania . 

159 

0 

3 

0 

0 

1 

1 

154 

Rhode  Island 

5 

0 

0 

0 

0 

0 

0 

5 

South  Carolina . 

31 

0 

0 

0 

0 

0 

0 

31 

South  Dakota . 

20 

1 

1 

0 

0 

0 

0 

20 

Tennessee  . 

44 

1 

0 

0 

0 

0 

0 

45 

Texas  . 

611 

1 

7 

0 

0 

0 

10 

595 

Utah . 

7 

0 

0 

0 

0 

0 

0 

7 

Vermont . 

12 

0 

0 

0 

0 

0 

0 

12 

Virginia  . 

49 

0 

3 

0 

0 

0 

1 

45 

Washington . 

27 

0 

0 

0 

0 

0 

0 

27 

West  Virginia  . 

78 

0 

2 

0 

0 

0 

0 

76 

Wisconsin  . 

100 

0 

2 

0 

0 

0 

0 

98 

Wyoming . 

32 

0 

0 

0 

0 

0 

1 

31 

Puerto  Rico . 

1 

0 

0 

0 

0 

0 

0 

1 

United  States . 

3,981 

43 

47 

0 

1 

12 

34 

3,931 

NOTES:  Organized  and  opened  for  business  includes  all  state  banks  converted  to  national  banks  as  well  as  all  newly  formed  national  banks 
The  title  “merged”  is  a  generic  term  and  includes  all  mergers,  consolidations  and  purchase  and  assumptions  where  the  resulting 
institution  is  a  nationally  chartered  bank  Also  included  in  this  column  are  immediate  FDIC  assisted  'merger''  transactions  where  the 
resulting  institution  is  a  nationally  chartered  bank 

Voluntary  liquidations  include  only  straight  liquidations  of  national  banks  No  liquidations  pursuant  to  a  purchase  and  assumption 
transaction  are  included  in  this  total  Liquidations  resulting  from  purchase  and  assumptions  are  included  in  the  'merged'1  columns 
Payouts  include  all  failed  national  banks  where  FDIC  is  named  receiver  and  no  other  depository  institution  is  named  as  successor  The 
title  "merged"  in  the  merged  with  state  banks  column  is  a  generic  term  and  includes  all  mergers,  consolidations  and  purchase  and 
assumptions  where  the  resulting  institution  is  a  state-chartered  bank  Also  included  in  this  column  are  immediate  FDIC  assisted  merger" 
transactions  where  the  resulting  institution  is  a  state-chartered  bank 
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Applications  for  national  bank  charters,  January  1  to  June  30,  1991 


Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District  of  Columbia 
Florida 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


Maryland 

Massachusetts 

Michigan . 

Minnesota 
Mississippi  ... 

Missouri . 

Montana 
Nebraska  . 
Nevada 

New  Hampshire 


New  Jersey  . 
New  Mexico 
New  York  .... 
North  Carolina 
North  Dakota 

Ohio . 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


South  Carolina 
South  Dakota 
Tennessee 

Texas  . 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 


Received 


Total 


0 

0 

1 

0 

1 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

1 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 


Approved 


0 

0 

1 

0 

0 

0 

0 

0 

0 

2 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

1 

0 

0 

0 

0 

0 

1 

0 

1 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

1 

0 

0 

0 

0 


Denied 


10 


0 

0 

0 

0 

1 

0 

1 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

1 

0 

0 

0 

0 

1 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


Charters 

issued 


0 

0 

2 

1 

2 

0 

1 

1 

0 

0 

2 

0 

0 

0 

0 

1 

0 

0 

0 

1 

1 

1 

1 

0 

0 

0 

1 

1 

0 

2 

0 

1 

0 

0 

0 

2 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 


22 


State-chartered 

banks 

converted  to 
national  banks 


2 

0 

0 

4 

0 

0 

0 

0 

0 

0 

1 

0 

0 

1 

0 

2 

2 

2 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


16 


Savings  and 
loan  associations 
converted  to 
national  banks 


0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

1 

0 

0 

0 

0 

0 

1 

1 

0 

0 

0 

0 

0 

0 

0 

0 


These  figures  are  included  in  the  figures  for  received,  approved,  denied,  and  charters  issued 


Trust 

Companies 


0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 


Nonbank 

banks 


0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 


102 


Applications  for  new  national  bank  charters,  approved  and  rejected  by  states,  January  1  to  June  30,  1991 


ARIZONA 

Dillard  National  Bank,  Phoenix 


Approved 


April  4 


Rejected 


CALIFORNIA 

Menifee  Valley  National  Bank,  Sun  City 


May  1 


CONNECTICUT 

Westport  National  Bank,  Westport 


May  8 


FLORIDA 

Trade  Link  National  Bank  and  Trust,  Miami 
First  National  Bank  of  Polk  County,  Winter  Haven 


January  25 
January  7 


GEORGIA 

Fitzgerald  National  Bank,  Fitzgerald 


May  15 


LOUISIANA 

Tunica  National  Bank,  Marksville . 

MASSACHUSETTS 

Asian  American  Bank,  National  Association,  Boston 

Boston  National  Bank,  Boston . 

MISSOURI 

Raytown  Community  Bank,  National  Association,  Raytown 

NEBRASKA 

Western  Bank,  National  Association,  Bridgeport  . 

NEW  HAMPSHIRE 

State  Street  Bank  and  Trust  Company  of  New  Hampshire,  National  Association,  Manchester 


June  14 

February  27 


March  5 

February  19 


May  10 


February  25 


NEW  JERSEY 

Lumberton  National  Bank  of  New  Jersey,  Lumberton 
Fortune  National  Bank,  Rockaway 

NEW  YORK 

Ameribank,  National  Association,  Westbury . 

SOUTH  DAKOTA 

Dial  National  Bank  of  South  Dakota,  Sioux  Falls 

VIRGINIA 

C&S/Sovran  Bankcard,  National  Association,  Norfolk 


March  28 

April  8 

June  14 


March  25 


February  27 
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New  national  bank  charters  issued,  January  1  to  June  30,  1991 


_  Title  and  location  of  bank 

ARIZONA 

Dillard  National  Bank,  Phoenix 

May  National  Bank  of  Arizona,  Scottsdale 

ARKANSAS 

First  Commercial  Trust  Company,  National  Association,  Little  Rock 

CALIFORNIA 

Founders  National  Bank,  Los  Angeles 

UST  California,  National  Association,  Los  Angeles . 

CONNECTICUT 

The  New  Connecticut  Bank  and  Trust  Company,  National  Association,  Hartford 

DELAWARE 

Associates  National  Bank  (Delaware),  Wilmington 

GEORGIA 

First  National  Bank  of  South  Georgia,  Albany 
Bainbridge  National  Bank,  Bambridge 

IOWA 

First  National  Bank,  Cedar  Rapids,  Iowa,  Cedar  Rapids 

MAINE 

New  Maine  National  Bank,  Portland 

MARYLAND 

May  National  Bank  of  Maryland,  Silver  Spring 

MASSACHUSETTS 

New  Bank  of  New  England,  National  Association,  Boston 

MICHIGAN 

FMB-Trust  and  Financial  Services,  National  Association,  Holland  Township 

MONTANA 

Mountain  West  Bank  of  Helena,  National  Association,  Helena 

NEBRASKA 

Enterprise  Bank,  National  Association,  Omaha 

NEW  HAMPSHIRE 

Ledyard  National  Bank,  Hanover 

State  Street  Bank  and  Trust  Company  of  New  Hampshire,  National  Association,  Manchester 

NEW  MEXICO 

Bank  of  America  New  Mexico,  National  Association,  Albuquerque 
OHIO 

Commerce  National  Bank  of  Columbus,  Columbus 
May  National  Bank  of  Ohio,  Parma 

TEXAS 

Bank  of  America  Texas,  National  Association,  Houston 


Charter 

number 

Date 

opened 

18777 

June  18 

21920 

April  1 

22207 

April  16 

22394 

January  18 

22413 

March  8 

22174 

January  6 

22277 

April  5 

22042 

May  29 

22269 

April  1 

22405 

February  8 

22175 

January  6 

21921 

June  3 

22173 

January  6 

22276 

January  2 

22141 

February  4 

22233 

April  10 

22210 

May  22 

22361 

April  15 

22409 

March  1 

22236 

June  7 

21922 

May  1 

22429 

May  9 
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State-chartered  banks  converted  to  national  banks,  January  1  to  June  30,  1991 


Title  and  location  of  bank 

Effective  date 

Total  assets 

ALABAMA 

Southtrust  Bank  of  Selma,  National  Association,  Selma  (22257),  conversion  of  Southtrust 

Bank  of  Selma,  Selma  . 

January  1 

$  35,290,000 

Southtrust  Bank  of  Tuscaloosa  County,  National  Association,  Tuscaloosa  (22378),  conversion 
of  Southtrust  Bank  of  Tuscaloosa,  Tuscaloosa . 

May  1 

103,579,000 

ARKANSAS 

Worthen  National  Bank  of  Conway,  Conway  (18778),  conversion  of  First  State  Bank  and 

Trust  Company,  Conway  . . 

Worthen  National  Bank  of  Newark,  Newark  (18779),  conversion  of  Bank  of  Newark, 

Worthen  National  Bank  of  Russellville,  Russellville  (18780),  conversion  of  Peoples  Bank 

and  Trust  Company,  Russellville . . . 

Worthen  National  Bank  of  Northwest  Arkansas,  Springdale  (18781),  conversion  of  First 

February  28 

February  28 

February  28 

February  28 

175,432,000 

10,023,000 

117,125,000 

144,660,000 

GEORGIA 

First  National  Bank  of  Gilmer  County,  Ellijay  (22293),  conversion  of  First  State  Bank 
of  Gilmer  County,  Ellijay  . 

January  1 

47,319,000 

ILLINOIS 

The  First  National  Bank  in  Elizabethtown,  Elizabethtown  (22264),  conversion  of  First 

January  1 

12,282,000 

IOWA 

Peoples  National  Bank,  Avoca  (22285),  conversion  of  Citizens  Savings  Bank,  Avoca 

First  Trust  &  Savings  Bank,  National  Association,  Remsen  (22286),  conversion  of  First  Trust  & 

January  1 
January  1 

25,946,000 

29,826,000 

KANSAS 

Bank  IV  Great  Bend,  National  Association,  Great  Bend  (22343),  conversion  of  American  State 

January  22 

105,169,000 

Tri-County  National  Bank,  Washington  (22304),  conversion  of  The  First  State  Bank, 

May  6 

18,601,000 

KENTUCKY 

Liberty  National  Bank  of  Northern  Kentucky,  Erlanger  (22390),  conversion  of  The 

May  1 

62,950,000 

First  Southern  National  Bank  of  Wayne  County,  Monticello  (22250),  conversion  of 

First  State  Bank  of  Wayne  County,  Monticello  . 

June  10 

29,280,000 

MONTANA 

First  Trust  Company  of  Montana,  National  Association,  Billings  (22004),  conversion  of 

First  Trust  Company  of  Montana,  Billings  . 

January  1 

1,898,000 

NORTH  DAKOTA 

First  Trust  Company  of  North  Dakota,  National  Association,  Fargo  (22055),  conversion  of 

First  Trust  Company  of  North  Dakota,  Fargo  . 

January  1 

3,945,000 
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Savings  and  loan  associations  converted  to  national  banks,  January  1  to  June  30,  1991 


Title  and  location  of  bank 

'  J  '  ,v^  <s\sf 

Effective  date 

Total  assets 

GEORGIA 

Button  Gwinnett  National  Bank,  Snellville  (22172),  conversion  of  Button  Gwinnett 

Savings  Bank,  Snellville 

March  18 

$  90,392,000 

NORTH  CAROLINA 

Southtrust  Bank  of  North  Carolina,  National  Association,  Raleigh  (21968),  conversion 
of  First  Capital  Corporation,  Raleigh 

April  22 

3,194,000 

OHIO 

Buckeye  National  Bank,  Columbus  (22266),  conversion  of  Buckeye  Federal  Savings  & 

Loan  Association,  Columbus 

February  16 

912,318,000 

SOUTH  DAKOTA 

Norwest  National  Bank  of  Yankton,  Yankton  (22251),  conversion  of  Yankton  Savings  & 

Loan  Association,  Yankton 

February  14 

35,968,000 

TENNESSEE 

Tennessee  National  Bank,  Columbia  (22253),  conversion  of  First  Federal  Savings  and 

Loan  Association,  Columbia 

April  30 

81,000,000 

10  6 


National  banks  converted  to  state  banks,  January  1  to  June  30,  1991 


Title  and  location  of  bank 

Effective  date 

Total  assets 

ALABAMA 

Bank  of  Mobile,  National  Association,  Mobile  (21030) . 

January  2 

$  96,655,000 

ARKANSAS 

First  National  Bank  of  Poinsett  County,  Trumann  (14672)  . 

January  15 

17,996.000 

COLORADO 

City  Center  National  Bank,  Aurora  (17584) . 

April  1 

20,  063,000 

ILLINOIS 

First  Bank  of  Lawrence  County,  National  Association,  Lawrenceville  (14516)  . 

January  18 

28,691,000 

Landmark  Bank  of  Washington  County,  National  Association,  Nashville  (6524) 

January  2 

38,789,000 

Ramsey  National  Bank,  Ramsey  (9895) . 

April  1 

12,511,000 

MISSOURI 

Allegiant  National  Bank,  Kahoka  (2091 1) . 

May  21 

35,331,000 

NEBRASKA 

First  National  Bank  in  Mitchell,  Mitchell  (12626) . 

April  15 

26,779,000 

OKLAHOMA 

Security  National  Bank  of  Coweta,  Coweta  (12111) . 

January  31 

20,781,000 

The  First  National  Bank  of  Moore,  Moore  (12035)  . 

April  1 

47,204,000 

National  Bank  of  Commerce  in  Pawhuska,  Pawhuska  (14304)  .  . 

May  1 

17,236,000 

PENNSYLVANIA 

Commonwealth  Bank  &  Trust  Company,  N.A.,  Williamsport  (175)  . 

January  24 

1,143,864,000 
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National  banks  merged  Into  state  banks,  January  1  to  June  30,  1991 


_  Title  and  location  of  bank 

COLORADO 

High  Plains  Bank.  National  Association,  Elizabeth 

CONNECTICUT 

Community  National  Bank,  Glastonbury 

FLORIDA 

U  S  Trust  Company  of  Florida.  N  A  ,  Palm  Beach 

GEORGIA 

Trust  Company  Bank  of  Cobb  County,  N  A  ,  Atlanta . 

ILLINOIS 

Citizens  National  Bank  &  Trust  Company,  Chicago 
Cosmopolitan  National  Bank,  Chicago 
First  National  Bank  of  Cullom,  Cullom 

Ottawa  National  Bank,  Ottawa  . 

INDIANA 

First  National  Bank  of  Madison  County,  Anderson 
Trustcorp  Bank,  National  Association,  Columbus . 

KANSAS 

First  National  Bank  of  Lebanon,  Lebanon  . 

MASSACHUSETTS 

University  Bank,  N  A  .  Newton  . 

MICHIGAN 

Comerica  Bank,  National  Association,  Jackson . 

MONTANA 

Montana  Bank  of  Bozeman,  National  Association,  Bozeman 
Montana  Bank  of  Butte,  National  Association,  Butte 
Montana  Bank  Roundup,  National  Association,  Roundup 

NEW  MEXICO 

Southwest  National  Bank,  Albuquerque 
Liberty  National  Bank,  Lovington 
American  Bank,  National  Association,  Rio  Rancho 
United  New  Mexico  Bank  at  Roswell,  Roswell 

NORTH  CAROLINA 

Enterprise  Bank,  N  A  .  Raleigh  . 

PENNSYLVANIA 

Heritage  National  Bank,  Pittsburgh . 

TEXAS 

Tascosa  National  Bank,  Amarillo . 

Coastal  National  Bank,  Arkansas  Pass 

United  Citizens  Bank,  National  Association,  College  Station 

Metropolitan  National  Bank,  Farmers  Branch 

First  National  Bank,  Ingleside 

Bank  of  Las  Colma,  National  Association,  Irving 

First  National  Bank  of  Poth,  Poth 

Rockport  Bank,  National  Association.  Rockport 

Texas  Premier  Bank  of  Victoria,  N  A  ,  Victoria 

First  National  Bank  of  Wortham,  Wortham 

VIRGINIA 

Madison  National  Bank  of  Virginia,  McLean 

WYOMING 

National  Bark  of  Newcastle  Newcastle 


Charter 

number 

Effective 

date 

18418 

January  1 

18713 

January  1 1 

18209 

June  21 

15616 

May  24 

14552 

14361 

8684 

14689 

January  29 
May  17 
March  27 
April  30 

4675 

1066 

January  31 
January  18 

5799 

January  14 

21757 

May  31 

13741 

April  30 

15884 

15804 

15940 

April  1 

April  1 

April  1 

16452 

14577 

17893 

5220 

February  21 
May  23 
January  22 
May  24 

21843 

June  30 

21654 

February  7 

15252 

17375 

16828 

17031 

15244 

18071 

10320 

18443 

21837 

6686 

June  13 

May  8 

February  28 
January  24 
May  8 

May  9 

May  9 

January  31 
June  13 
February  14 

21176 

May  10 

15192 

April  10 
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National  banks  liquidated  under  emergency  procedures,  January  1  to  June  30,  1991 


Title  and  location  of  bank 

Effective  date 

Total  assets 

DISTRICT  OF  COLUMBIA 

Delaware  Bridge  Bank,  National  Association,  Newark,  Washington,  D  C  (21858)  ... 

March  8 
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Mergers  consummated  involving  a  single  operating  bank,  January  1  to  June  30,  1991 


Date 

consummated 

Merging  banks 

Resulting  bank 

Total  assets 

April  30 

FLORIDA 

Clewiston  National  Bank,  Clewiston 

Clewiston  Interim  National  Bank,  Clewiston 

Clewiston  National  Bank,  Clewiston  (16321) 

$  43,408,000 

May  24 

GEORGIA 

Mountain  National  Bank,  Tucker 

Mountain  National  Interim  Bank,  Tucker 

Mountain  National  Bank,  Tucker  (21549) 

46,991,000 

January  31 

ILLINOIS 

The  First  National  Bank  of  Beardstown,  Beardstown 

Beardstown  National  Bank 

First  National  Bank  of  Beardstown,  Beardstown  (3640) 

37,475,000 

The  First  National  Bank  of  Toledo,  Toledo 

April  1 

Republic  National  Bank  of  Toledo,  Toledo 

The  First  National  Bank  in  Toledo,  Toledo  (13682) 

40,426,000 

The  First  National  Bank  in  Staunton,  Staunton 

June  18 

FSB  National  Bank,  Staunton 

The  First  National  Bank  in  Staunton,  Staunton  (14310) 

91,606,000 

First  National  Bank  of  Marengo,  Marengo 

June  24 

The  Second  National  Bank  of  Marengo,  Marengo 

The  First  National  Bank  of  Marengo,  Marengo  (16601) 

26,087,000 

February  28 

KANSAS 

The  Citizens  National  Bank  in  Independence,  Independence 

The  New  Citizens  National  Bank  in  Independence,  Independence 

The  Citizens  National  Bank  in  Independence,  Independence  (13924) 

84,274,000 

April  1 

KENTUCKY 

The  First  National  Bank  of  Columbia,  Columbia 

The  Interim  National  Bank  of  Columbia,  Columbia 

The  First  National  Bank  of  Columbia.  Columbia  (6769) 

38,654,000 

February  15 

MARYLAND 

The  National  Bank  of  Rising  Sun,  Rising  Sun 

The  Interim  National  Bank  of  Rising  Sun,  Rising  Sun 

The  National  Bank  of  Rising  Sun,  Rising  Sun  (2481) 

56,299,000 

March  8 

MICHIGAN 

First  National  Bank  of  Gaylord,  Gaylord 

Northern  Interim  National  Bank,  Gaylord 

First  National  Bank  of  Gaylord,  Gaylord  (16477) 

39,458,000 

March  14 

MINNESOTA 

First  National  Bank  in  Anoka,  Anoka 

Anoka  Interim  Bank,  National  Association,  Anoka 

First  National  Bank  in  Anoka,  Anoka  (13547) 

241,777,000 

May  1 

NEW  JERSEY 

Community  National  Bank  of  New  Jersey,  Westmont 

Interim  Community  National  Bank  of  New  Jersey,  Westmont 

Community  National  Bank  of  New  Jersey,  Westmont  (21119) 

52,266,000 

April  10 

NEW  YORK 

The  National  Bank  of  Stamford,  Stamford 

The  One  Churchill  Avenue  National  Bank,  Stamford 

The  National  Bank  of  Stamford,  Stamford  (2602)  . 

70,623,000 

January  4 

NORTH  DAKOTA 

Liberty  National  Bank  and  Trust  Company,  Dickinson 

New  Liberty  National  Bank,  Dickinson 

Liberty  National  Bank  and  Trust  Company,  Dickinson  (12401) 

77,025.000 

First  National  Bank  &  Trust  Company  of  Williston,  Williston 

New  National  Bank  of  Williston,  Williston 

F irst  t Jational  Bank  &  Trust  Company  of  Williston  ( 1 4275) 

103,032,000 
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Mergers  consummated  involving  a  single  operating  bank,  January  1  to  June  30,  1990  —  Continued 


Date 

consummated 

Merging  banks 

Resulting  bank 

Total  assets 

January  30 

OHIO 

The  First  National  Bank  of  Ottawa,  Ottawa 

Ottawa  Interim  National  Bank,  Ottawa 

The  First  National  Bank  of  Ottawa,  Ottawa  (7006) . 

35,721,000 

January  3 

PENNSYLVANIA 

Chestnut  Hill  National  Bank,  Philadelphia 

Chestnut  Interim  National  Bank,  Philadelphia 

Chestnut  Hill  National  Bank,  Philadelphia  (18590)  . 

59,316,000 

February  13 

The  Citizens  National  Bank  of  Lansford,  Lansford 

Lansford  Interim  National  Bank,  Lansford 

The  Citizens  National  Bank  of  Lansford,  Lansford  (7051) . 

33,220,000 

March  1 

WEST  VIRGINIA 

The  First  National  Bank  of  Cameron,  Cameron 

Cameron  Interim  National  Bank,  Cameron 

The  First  National  Bank  of  Cameron,  Cameron  (6020)  . 

18,834,000 

April  30 

The  Guaranty  National  Bank  of  Huntington,  Huntington 

Guaranty  Interim  National  Bank,  Lavalette 

Lavalette  State  Bank,  Lavalette 

The  Guaranty  National  Bank  of  Huntington,  Huntington  (14706)  . 

164,417,000 

May  1 

WISCONSIN 

The  First  National  Bank  of  Stoughton,  Stoughton 

New  National  Bank  of  Stoughton,  Stoughton 

The  First  National  Bank  of  Stoughton,  Stoughton  (5222) . 

43,324,000 

May  1 

The  First  National  Bank  of  Berlin,  Berlin 

First  Berlin  National  Bank,  Berlin 

The  First  National  Bank  of  Berlin,  Berlin  (4620) . 

43,732,000 

May  22 

The  Citizens  National  Bank  of  Darlington,  Darlington 

New  Citizens  National  Bank  of  Darlington,  Darlington 

The  Citizens  National  Bank  of  Darlington,  Darlington  (3308)  . 

56,786,000 

Federal  branches  and  agencies  of  foreign  banks  in  operation,  January  1  to  June  30,  1991 


In  operation , 

1  January  1,  1991 

- — 

Opened . 

January  1- June  30,  1991 

Closed, 

January  1- June  30.  1991 

In  operation, 

June  30,  1991 

Federal  branches 

California 

4 

0 

0 

4 

District  of  Columbia 

1 

0 

0 

1 

Illinois 

1 

1 

0 

1 

New  York 

49 

1 

0 

50 

Washington 

0 

1 

0 

1 

Limited  federal  branches 

California 

9 

2 

0 

1 1 

District  of  Columbia 

3 

0 

0 

3 

Illinois 

4 

0 

1 

4 

New  York  . 

8 

0 

0 

8 

Federal  aaencv 

Florida  . 

1 

0 

0 

1 

Applications  for  federal  branches  of  foreign  banks,  by  states,  January  1  to  June  30,  1991 


Received 

Approved 

Disapproved 

Withdrawn 

New  York . 

2 

1 

0 

0 
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Assets,  liabilities  and  capital  accounts  of  national  banks,  June  30,  1990,  and  June  30,  1991 

(Dollar  amounts  in  millions) 


June  30,  1 990 

June  30.  1991 

Change 

June  30,  1990- 
June  30.  1991 
fully  consolidated 

Consolidated 
foreign  and 
domestic 

Consolidated 
foreign  and 
domestic 

Amount 

Amount 

Assets 

Cash  and  balances  due  from  depository  institutions: 

$  123,962 

$  113,837 

$-10,125 

-8.17 

Noninterest-bearing  balances  and  currency  and  coin  . 

66,386 

57,277 

-9,109 

-13.72 

Interest-bearing  balances . 

Securities  . 

Federal  funds  sold  and  securities  purchased  under  agreements 

311,889 

328,855 

16,966 

5.44 

to  resell  . 

86,870 

89,741 

2,871 

3.31 

Loans  and  leases,  net  of  unearned  income . 

1,266,939 

1,246,020 

-20,919 

-1.65 

Less  allowance  for  loan  and  lease  losses  . 

30,366 

32,979 

2.614 

8  61 

Less  allocated  transfer  risk  reserve . 

176 

221 

45 

25.49 

Net  loans  and  leases  . 

1,236,398 

1,212,820 

-23,577 

-1.91 

Premises  and  fixed  assets  . 

29,198 

29,986 

788 

2.70 

Other  real  estate  owned . 

10,699 

17,476 

6,777 

63  34 

All  other  assets  . 

1 14,610 

110,799 

-3,811 

-3.33 

Total  assets . 

Liabilities 

1,980,012 

1,960,790 

-19,221 

-0  97 

Deposits: 

-805 

-0.30 

Noninterest-bearing  deposits  in  domestic  offices . 

264,586 

263,781 

Interest-bearing  deposits  in  domestic  offices  . 

1,049,663 

1,078,500 

28,837 

2  75 

Total  domestic  deposits  . 

1,314,249 

1,342,281 

28,032 

2.13 

Total  foreign  deposits  . 

204,220 

189,229 

-14,991 

-7  34 

Total  deposits  . 

1,518,469 

1,531,510 

13,041 

0  86 

Federal  funds  purchased  and  securities  sold  under  agreements 

-16.04 

to  repurchase . 

169,499 

142,305 

-27,194 

Demand  notes  issued  to  the  U.S.  Treasury . 

18,331 

20,368 

2,037 

11.11 

Other  borrowed  money  . 

74,746 

62,780 

-11,966 

-16.01 

Subordinated  notes  and  debentures  . 

11,450 

15,406 

3,956 

34  55 

All  other  liabilities  . 

68,089 

64,739 

-3,350 

-4  92 

Total  Liabilities  . 

1,860,584 

1,837,107 

-23,477 

-1.26 

Limited-life  preferred  stock  . 

77 

1 

-76 

-99  22 

Equity  Capital 

Perpetual  preferred  stock . 

467 

311 

-156 

-33.38 

Common  stock  . 

16,530 

17,159 

629 

3.81 

Surplus  . 

45,798 

51,118 

5,320 

11.62 

Net  undivided  profits  and  capital  reserves  . 

56,938 

55,599 

-1,339 

-2.35 

Cumulative  foreign  currency  translation  adjustments . 

-392 

-510 

-1 18 

-30  30 

Total  equity  capital . 

119,341 

123,678 

4,337 

3  63 

Total  liabilities,  limited-life  preferred  stock,  and  equity  capital 

1,980,012 

1,960,790 

-19,221 

-0  97 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks ,  June  30,  1991 

(Dollar  amounts  in  millions) 


Consolidated 


foreign  and 


Percent 


Interest  income 


domestic 


distribution 


Interest  and  fee  income  on  loans  ... 

Income  from  lease  financing  receivables 

Interest  income  on  balances  due  from  depository  institutions 

Interest  and  dividend  income  on  securities . 

Interest  income  from  assets  held  in  trading  accounts 

Interest  income  from  federal  funds  sold  and  securities  purchased  under  agreements 
to  resell . 

Total  interest  income . 

Interest  expense 

Interest  on  deposits . 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to 

repurchase . 

Interest  on  demand  notes  issued  to  the  U  S.  Treasury  and  on  other  borrowed  money 
Interest  on  mortgage  indebtedness  and  obligations  under  capitalized  leases 
Interest  on  notes  and  debentures  subordinated  to  deposits 

Total  interest  expense  . 

Net  interest  income  . 

Provision  for  loan  and  lease  losses . 

Provision  for  allocated  transfer  risk  . 

Noninterest  income: . 


$65,235 

75.20 

1,524 

1.76 

2,458 

2.83 

13,664 

15.75 

1,110 

1.28 

2,757 

3.18 

86,747 

100  00 

42,550 

81  72 

4,822 

9.26 

3,950 

7.59 

67 

0  13 

681 

1.31 

52,070 

100.00 

34,677 

9,865 
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Service  charges  on  deposit  accounts  . 

Other  noninterest  income . 

Total  noninterest  income . 

Gams  and  losses  on  securities  not  held  in  trading  accounts 

Noninterest  expense:  . 

Salaries  and  employee  benefits . 

Expenses  of  premises  and  fixed  assets  (net  of  rental  income) 

Other  noninterest  expense  . 

Total  noninterest  expense 

Income  (loss)  before  income  taxes  and  extraordinary  items  and  other  adjustments 

Applicable  income  taxes  . 

Income  before  extraordinary  items  and  other  adjustments . 

Extraordinary  items  and  other  adjustments,  net  of  taxes 

Net  Income  . 

Total  cash  dividends  declared’ . 

Recoveries  credited  to  allowance  for  possible  loan  losses 
Losses  charged  to  allowance  for  possible  loan  losses 

Net  loan  losses  . 


3,934 

14,173 


18,108 


479 


21.73 

78.27 


100.00 


15,510 

5,274 

15,404 


36,188 


7,160 

2,531 

4,629 

381 


5,009 


3,707 

1,405 

11,212 


9,807 


42.80 
14.57 
42  57 


100.00 


Banks  with  assets  of  less  than  $100  million  report  this  item  only  in  their  December  Report  of  Income. 


Loans  of  national  banks,  by  states ,  June  30,  1991 

(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Domestic  offices 

Total 
loans  at 
foreign 
offices 

Loans 
secured 
by  real 
estate 

Loans  to 
farmers 

Commercial 

and 

industrial 

loans 

Personal 
loans  to 
Individuals 

Other 

loans 

All  national  banks 

$1,253,149 

$484,136 

$15,104 

$303,420 

$106,001 

$212,869 

$131,619 

Alabama . 

10,833 

4,556 

69 

3,175 

775 

2,258 

0 

Alaska . 

1,415 

555 

2 

537 

40 

277 

4 

Arizona  . 

10,569 

3,415 

378 

2,095 

4,134 

547 

0 

Arkansas  . 

6,085 

2,959 

228 

1,381 

1,194 

323 

0 

California  . 

182,301 

86,195 

2,136 

33,262 

3,114 

29,528 

28,067 

Colorado  . 

10,294 

4,037 

450 

2,178 

2,874 

754 

0 

Connecticut . 

1 1,493 

6,940 

17 

2,986 

99 

1,451 

0 

Delaware  . 

12,442 

542 

1 

150 

8,550 

3,198 

0 

District  of  Columbia 

9,105 

4,595 

0 

2,409 

42 

1,409 

650 

Florida . 

63,023 

36,672 

135 

9,603 

6,096 

10,445 

72 

Georgia  . 

24,670 

9,977 

93 

6,569 

2,340 

5,496 

196 

Hawaii . 

209 

130 

0 

65 

12 

2 

0 

Idaho  . 

4,896 

1,360 

523 

1,211 

1,438 

364 

0 

Illinois  . 

64,152 

19,957 

860 

24,756 

6,242 

6,791 

5,547 

Indiana  . 

21,333 

8,491 

325 

5,340 

3,209 

3,967 

0 

Iowa . 

6,304 

2,384 

622 

1,531 

1,431 

336 

0 

Kansas  . 

6,893 

2,707 

840 

1,550 

1,456 

341 

0 

Kentucky  . 

10,453 

3,925 

136 

2,833 

1,213 

2,343 

3 

Louisiana  . 

11,815 

5,111 

70 

3,124 

1,282 

1,939 

288 

Maine  . 

2,527 

1,716 

5 

451 

281 

73 

0 

Maryland  . 

18,581 

8,176 

18 

3,500 

4,018 

2,623 

247 

Massachusetts  . 

35,698 

12,710 

30 

13,077 

178 

5,286 

4,416 

Michigan  . 

32,993 

12,450 

147 

11,005 

2,096 

6,014 

1,281 

Minnesota . 

23,771 

8,102 

566 

8,213 

1,482 

5,275 

134 

Mississippi . 

5,248 

2,235 

95 

1,290 

755 

873 

0 

Missouri  . 

18,129 

8,126 

310 

4,829 

1,909 

2,955 

0 

Montana . 

1,989 

622 

224 

478 

614 

51 

0 

Nebraska  .  .  . 

6,802 

1,750 

1,174 

1,194 

2,294 

389 

0 

Nevada  . 

6,635 

1,522 

1 1 

524 

4,282 

297 

0 

New  Hampshire . 

1,680 

921 

0 

333 

395 

31 

0 

New  Jersey  . 

45,002 

23,555 

23 

11,436 

3,020 

6,777 

190 

New  Mexico . 

3,552 

1,81 1 

115 

641 

775 

210 

0 

New  York  . 

219,796 

59,763 

352 

37,411 

5,157 

29,680 

87.433 

North  Carolina . 

37,636 

15,527 

172 

12,095 

382 

8,849 

611 

North  Dakota  . 

1,613 

589 

241 

394 

324 

64 

0 

Ohio . 

58,513 

20,637 

326 

15,499 

6,521 

1 5,466 

64 

Oklahoma . 

6,709 

2,805 

566 

1,702 

858 

778 

0 

Oregon  . 

12,432 

3,882 

272 

4,170 

186 

3,918 

5 

Pennsylvania  . 

68,506 

24,576 

106 

22,012 

4,496 

15,761 

1,556 

Rhode  Island  . 

8,941 

3,861 

0 

2,807 

7 

2,241 

25 

South  Carolina . 

13,802 

6,801 

68 

2,813 

1,802 

2,317 

0 

South  Dakota  . 

10,509 

706 

352 

1,555 

7,745 

152 

0 

Tennessee 

14,820 

6,066 

81 

3,824 

944 

3,905 

0 

Texas  . 

57,632 

19,657 

1,432 

19,836 

5,028 

10,959 

719 

Utah . 

4,630 

1,771 

105 

1,097 

144 

1,513 

0 

Vermont  . 

1,784 

1,139 

22 

395 

200 

27 

0 

Virginia  . 

19,329 

8,676 

127 

4,339 

750 

5,437 

0 

Washington  . 

25,915 

10,788 

939 

6,652 

700 

6,737 

99 

West  Virginia  . 

5,774 

2,928 

1 1 

1,046 

1,618 

171 

0 

Wisconson . 

12,998 

5,474 

227 

3,819 

1,249 

2,217 

13 

Wyoming 

875 

269 

103 

217 

235 

51 

0 

Puerto  Rico  . 

42 

15 

0 

12 

14 

1 

0 

'Zeros  indicate  amounts  of  less  than  $500,000 
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Deposits  of  national  banks,  by  states,  June  30,  1991 


(Dollar  amounts  in  millions) 


Total 

demand 

deposits 

All  NOW 
accounts 

Money 

market 

deposit 

accounts 

Large  time 
deposits 

All  other 
deposits  at 
domestic 
offices 

Total 

deposits  at 
foreign 
offices 

Total 

consolidated 

deposits 

All  national  banks 

$255,622 

$126,377 

$245,079 

$195,171 

$520,033 

$189,229 

$1,531,510 

Alabama  . 

2,170 

1,335 

2,880 

2,880 

5,663 

187 

14,112 

Alaska . 

753 

173 

336 

336 

874 

0 

2,483 

Arizona  . 

2,955 

1,628 

3,745 

3,745 

5,840 

0 

15,682 

Arkansas 

1,573 

1,549 

1,090 

1,090 

4,761 

0 

10,361 

California  . 

35,775 

15,008 

36,681 

36,681 

47.757 

28,719 

186,184 

Colorado  . 

3,986 

2,415 

3,634 

3,634 

5,004 

110 

16,616 

Connecticut  . 

3,629 

1,401 

1,877 

1,877 

7,649 

182 

16,171 

Delaware  . 

316 

81 

1,408 

1,408 

1,004 

10 

7,577 

District  of  Columbia 

2,353 

1,280 

2,719 

2,719 

2,672 

1,425 

13,586 

Florida . 

13,376 

8,023 

14,849 

14,849 

33,200 

300 

82,520 

Georgia  . 

6,343 

2,723 

5,612 

5,612 

10,286 

452 

29,433 

Hawaii . 

57 

36 

25 

25 

88 

0 

258 

Idaho  . 

922 

640 

924 

924 

2,424 

0 

5,436 

Illinois  . 

13,998 

5,668 

10,284 

10,284 

25,970 

15,817 

89,168 

Indiana  . 

4,716 

3,015 

4,446 

4,446 

11,161 

140 

26,227 

Iowa  . 

1,682 

1,226 

1,227 

1,227 

5,147 

0 

10,000 

Kansas  . 

1,675 

1,484 

1,919 

1,919 

5,793 

0 

12,138 

Kentucky  . 

2,387 

1,703 

1,161 

1,161 

6,154 

283 

13,193 

Louisiana  . 

3,639 

1,844 

3,236 

3,236 

7,136 

67 

19,412 

Maine  . 

399 

303 

443 

443 

1,608 

0 

2,929 

Maryland  . 

3,469 

1,356 

2,895 

2,895 

8,966 

428 

21,260 

Massachusetts  . 

5,830 

2,479 

8,232 

8,232 

10,730 

5,120 

38,109 

Michigan  . 

7,239 

2,554 

7,450 

7,450 

17,226 

2,799 

42,026 

Minnesota . 

5,294 

3,034 

5,614 

5,614 

11,100 

406 

28,234 

Mississippi . 

1,387 

1,008 

1,239 

1,239 

3,859 

0 

8,738 

Missouri . 

4,944 

2,930 

4,480 

4,480 

11,329 

96 

25,701 

Montana . 

503 

441 

628 

628 

1,420 

0 

3,183 

Nebraska  . 

1,513 

1,298 

1,190 

1,190 

5,199 

0 

9,871 

Nevada  . 

1,082 

524 

1,236 

1,236 

1,506 

0 

5,083 

New  Hampshire . 

382 

317 

187 

187 

1,026 

0 

2,216 

New  Jersey  . 

1 1 ,248 

5,610 

7,871 

7,871 

29,444 

37 

59,041 

New  Mexico . 

901 

911 

890 

890 

3,023 

0 

6,523 

New  York  . 

30,709 

8,794 

31,257 

31,257 

38,841 

120,762 

251,167 

North  Carolina . 

6,098 

2,123 

5,353 

5,353 

12,002 

3,350 

36,969 

North  Dakota  . 

331 

460 

408 

408 

1,486 

0 

2,894 

Ohio . 

10,689 

6,218 

9,953 

9,953 

32,294 

1,508 

68,237 

Oklahoma . 

2,566 

1,745 

1,683 

1,683 

5,492 

47 

13,093 

Oregon  . 

2,300 

1,670 

2,742 

2,742 

4,926 

1 

12,789 

Pennsylvania  . 

14,141 

6,006 

13,263 

13,263 

36,466 

4,685 

85,830 

Rhode  Island  . 

1,177 

442 

1,365 

1,365 

2,464 

325 

9,188 

South  Carolina 

2,375 

1,973 

2,899 

2,899 

5,673 

0 

14,455 

South  Dakota  . 

480 

467 

1,079 

1,079 

3,683 

0 

7,366 

Tennessee  . 

3,611 

2,003 

4,174 

4,174 

8,939 

25 

20,654 

Texas  . 

19,474 

11,586 

18,114 

18,114 

34,869 

1,373 

101,826 

Utah  . 

1,058 

763 

1,012 

1,012 

2,627 

60 

5,848 

Vermont 

220 

210 

360 

360 

1,038 

0 

2,041 

Virginia 

3,753 

2,459 

2,286 

2,286 

10,617 

186 

23,061 

Washington 

5,749 

2,748 

5,466 

5,466 

9,794 

164 

26,083 

West  Virginia 

1,091 

974 

717 

717 

5,421 

0 

8,845 

Wisconson 

2,986 

1,430 

2,259 

2,259 

7,591 

162 

15,716 

Wyoming 

311 

309 

283 

283 

747 

0 

1,910 

Puerto  Rico 

0 

0 

0 

42 

0 

64 

' Zeros  indicate  amounts  of  less  than  $500,000 
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Interest  income  of  national  banks,  June  30,  1991 
(Dollar  amounts  in  millions) 


All  national  banks 

Alabama . 

Alaska . 

Arizona  . 

Arkansas  . 

California  . 

Colorado  . 

Connecticut 

Delaware  . 

District  of  Columbia 
Florida . 

Georgia  . 

Hawaii . 

Idaho  . 

Illinois  . 

Indiana  . 

Iowa . 

Kansas  . 

Kentucky  . 

Louisiana  . 

Maine  . 

Maryland  . 

Massachusetts 

Michigan  . 

Minnesota . 

Mississippi . 

1 ,300Missouri  . 

Montana . 

Nebraska  . 

Nevada  . 

New  Hampshire  .  .  .  . 

New  Jersey  . 

New  Mexico . 

New  York  . 

North  Carolina . 

North  Dakota 

Ohio . 

Oklahoma . 

Oregon  . 

Pennsylvania  ... 
Rhode  Island 

South  Carolina  .  . 

South  Dakota 

Tennessee  . 

Texas  . 

Utah . 

Vermont  . 

Virginia  . 

Washington 

West  Virginia  .... 

Wisconson . 

Wyoming  . 

Puerto  Rico  . 


Interest  due 

Interest 

Interest 

Interest 

Interest 

Income  from 

from  other 

and 

from  trading 

from  federal 

Total 

and  fees 

lease 

depository 

dividends  on 

account 

funds 

interest 

on  loans 

financing 

Institutions 

securities 

assets 

transactions 

income 

$65,235 

$1,524 

$2,458 

$13,664 

$1,110 

$2,757 

$86,747 

547 

3 

2 

201 

4 

10 

769 

76 

1 

2 

63 

0 

2 

144 

529 

13 

13 

135 

5 

43 

737 

315 

1 

4 

151 

5 

18 

494 

9,386 

179 

218 

496 

179 

178 

10,636 

563 

7 

26 

187 

1 

56 

838 

528 

0 

2 

154 

0 

20 

703 

935 

4 

3 

22 

0 

16 

980 

444 

6 

41 

116 

0 

40 

646 

3,183 

18 

42 

836 

2 

192 

4,272 

1,326 

21 

13 

325 

4 

48 

1,737 

1 1 

0 

0 

2 

0 

0 

13 

246 

6 

3 

57 

4 

5 

320 

3,179 

12 

383 

762 

134 

213 

4,683 

1,078 

25 

1 1 

276 

1 

38 

1,428 

326 

0 

2 

172 

1 

18 

519 

378 

3 

4 

203 

0 

28 

617 

514 

11 

7 

142 

0 

32 

706 

623 

1 

18 

276 

0 

33 

951 

130 

0 

0 

20 

0 

4 

154 

1,015 

11 

21 

214 

13 

43 

1,318 

1  840 

121 

162 

336 

11 

77 

2,547 

1  626 

17 

75 

503 

9 

44 

2,272 

1  125 

29 

9 

324 

5 

68 

1,561 

274 

0 

4 

139 

0 

18 

437 

871 

9 

10 

310 

35 

65 

1,300 

102 

0 

1 

38 

0 

21 

161 

389 

3 

3 

132 

0 

19 

545 

641 

0 

0 

45 

1 

2 

689 

89 

0 

2 

18 

0 

5 

113 

2  163 

18 

43 

460 

3 

103 

2,791 

197 

1 

2 

79 

0 

31 

310 

12  488 

585 

951 

1,388 

543 

268 

16,222 

1,712 

46 

58 

440 

61 

88 

2,405 

84 

1 

2 

44 

0 

12 

141 

3  111 

84 

39 

707 

20 

108 

4,069 

317 

0 

9 

205 

1 

27 

558 

601 

44 

0 

87 

7 

18 

758 

3  175 

105 

109 

1,017 

20 

97 

4,523 

328 

78 

2 

59 

0 

61 

528 

708 

3 

3 

162 

3 

25 

904 

785 

3 

1 

42 

0 

3 

835 

756 

10 

25 

238 

12 

35 

1,077 

2  847 

11 

93 

1,368 

11 

447 

4,777 

233 

8 

8 

63 

10 

7 

329 

99 

0 

0 

13 

0 

1 

114 

1  009 

4 

19 

206 

2 

23 

1,263 

1  319 

14 

3 

86 

5 

14 

1,441 

300 

0 

4 

143 

0 

14 

46 1 

671 

10 

5 

160 

0 

1 5 

861 

41 

0 

1 

39 

0 

4 

85 

9 

n 

n 

0 

0 

0 

3 

Zeros  indicate  amounts  of  less  than  $500,000 


Noninterest  income  of  national  banks,  June  30,  1991 

(Dollar  amounts  in  millions) 


All  national  banks 


Service 
charges  on 
deposit 
accounts 

Gams 
(Losses) 
on  foreign 
exchange 
transactions 

Gams 
(Losses) 
on  fees  from 
assets  in 
trading 
accounts 

Other 

noninterest 

income 

+ 

extraordinary 

items 

Gams 
(Losses) 
on  assets 
not  in 
trading 
accounts 

Total 

noninterest 
income  and 
gams  (losses) 
on  assets  not 
in  trading 
accounts 

$3,934 

$826 

$534 

$13,195 

$479 

$18,967 

42 

2 

5 

79 

2 

129 

9 

0 

0 

17 

1 

27 

63 

1 

2 

153 

31 

251 

27 

0 

4 

46 

1 

77 

652 

152 

91 

1,436 

13 

2,345 

67 

2 

5 

162 

6 

242 

53 

2 

0 

218 

10 

283 

3 

0 

0 

937 

-1 

938 

30 

4 

1 

90 

3 

129 

275 

6 

4 

442 

40 

767 

126 

2 

5 

193 

11 

337 

1 

0 

0 

1 

0 

2 

19 

0 

0 

24 

1 

45 

162 

64 

55 

514 

18 

814 

62 

0 

2 

153 

1 

218 

22 

0 

0 

85 

1 

109 

28 

0 

0 

47 

2 

78 

29 

0 

0 

63 

0 

92 

59 

0 

1 

87 

1 1 

159 

6 

0 

0 

20 

1 

27 

69 

2 

-3 

142 

-18 

193 

79 

8 

21 

582 

-16 

674 

102 

7 

6 

242 

1 

358 

73 

6 

9 

216 

2 

306 

25 

0 

1 

29 

0 

55 

68 

3 

18 

153 

1 

243 

8 

0 

0 

14 

1 

23 

21 

0 

1 

122 

2 

145 

18 

0 

0 

225 

0 

244 

4 

0 

0 

9 

0 

14 

134 

2 

3 

211 

28 

378 

17 

0 

0 

27 

1 

44 

287 

512 

202 

2,522 

48 

3,571 

111 

16 

13 

236 

63 

439 

5 

0 

0 

1 1 

1 

18 

157 

5 

2 

557 

24 

745 

37 

0 

5 

64 

1 

107 

64 

1 

5 

119 

9 

198 

186 

13 

11 

606 

52 

868 

10 

1 

0 

109 

7 

126 

49 

0 

2 

101 

13 

165 

7 

0 

0 

812 

2 

821 

68 

0 

45 

99 

2 

215 

352 

7 

8 

720 

83 

1,169 

22 

0 

1 

38 

1 

63 

4 

0 

0 

7 

0 

1 1 

51 

0 

1 

132 

10 

195 

114 

7 

5 

177 

4 

307 

12 

0 

0 

24 

1 

37 

40 

1 

1 

116 

0 

157 

4 

0 

0 

6 

1 

1  1 

0 

0 

0 

1 

0 

1 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware  . 

District  of  Columbia 
Florida . 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana  . 
Nebraska 
Nevada 

New  Hampshire 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 
Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconson 

Wyoming 

Puerto  Rico 


■  Zeros  ndicate  amounts  of  less  than  $500,000 
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Interest  expense  of  national  banks,  June  30,  1991 
(Dollar  amounts  in  millions) 


Interest 

on 

deposits 

Expense  of 
federal 
funds 

transactions 

Interest  on 
treasury 
demand  notes 
and 

other  borrowed 
money 

Interest 

on 

mortgage 

and 

capitalized 

leases 

Interest 

on 

subordinated 

notes 

and 

debentures 

Total 

interest 

expense 

All  national  banks 

$42,550 

$4,822 

$3,950 

$67 

$681 

$52,070 

Alabama . 

383 

56 

2 

1 

0 

441 

Alaska . 

51 

12 

1 

0 

0 

64 

Arizona  . 

357 

10 

21 

0 

1 

389 

Arkansas  . 

262 

7 

1 

0 

0 

270 

California  . 

4,727 

422 

524 

11 

152 

5,835 

Colorado  . 

374 

43 

1 

2 

1 

422 

Connecticut . 

436 

39 

25 

1 

0 

502 

Delaware  . 

273 

62 

170 

0 

11 

516 

District  of  Columbia 

396 

30 

6 

0 

2 

435 

Florida . 

2,089 

265 

35 

3 

15 

2,406 

Georgia  . 

747 

167 

14 

1 

5 

934 

Hawaii . 

6 

0 

0 

0 

0 

6 

Idaho  . 

141 

30 

5 

0 

0 

176 

Illinois  . 

2,556 

298 

193 

1 

38 

3,085 

Indiana  . 

682 

94 

19 

1 

0 

795 

Iowa . 

265 

29 

1 

0 

0 

296 

Kansas  . 

335 

16 

1 

0 

0 

353 

Kentucky  . 

352 

49 

7 

1 

0 

409 

Louisiana  . 

486 

52 

1 

0 

0 

540 

Maine  . 

88 

5 

3 

0 

0 

96 

Maryland  . 

622 

70 

95 

3 

4 

793 

Massachusetts  . 

1,477 

179 

174 

2 

13 

1 ,845 

Michigan  . 

1,136 

114 

68 

1 

3 

1,322 

Minnesota . 

736 

111 

29 

1 

14 

891 

Mississippi . 

233 

22 

1 

0 

0 

257 

Missouri . 

656 

89 

23 

3 

0 

773 

Montana . 

81 

6 

0 

0 

1 

88 

Nebraska  . 

269 

18 

1 

1 

0 

289 

Nevada 

126 

33 

68 

0 

0 

227 

New  Hampshire 

56 

5 

2 

0 

0 

64 

New  Jersey  . 

1,488 

77 

25 

1 

12 

1,603 

New  Mexico . 

170 

12 

1 

0 

0 

183 

New  York  . 

8,625 

555 

1,823 

15 

295 

1 1,313 

North  Carolina . 

999 

427 

113 

3 

13 

1 ,554 

North  Dakota  . 

83 

1 

0 

0 

0 

85 

Ohio . 

1,808 

279 

75 

2 

12 

2,176 

Oklahoma . 

293 

10 

5 

0 

0 

309 

Oregon  . 

Pennsylvania  . 

297 

2,305 

40 

258 

35 

133 

0 

2 

1 

44 

374 

2,741 

Rhode  Island 

259 

59 

18 

0 

4 

jjy 

South  Carolina . 

381 

120 

7 

0 

2 

510 

South  Dakota  . 

251 

36 

82 

0 

2 

37 1 

Tennessee  . 

535 

61 

8 

0 

5 

609 

Texas  . 

2,519 

294 

88 

4 

17 

2,922 

Utah . 

147 

25 

7 

0 

1 

180 

Vermont 

64 

2 

0 

0 

0 

66 

Virginia  . 

Washington  . 

West  Virginia 

639 

612 

230 

88 

75 

19 

15 

17 

1 

0 

3 

0 

1 

11 

0 

744 

718 

250 

Wisconson  . 

400 

52 

5 

0 

l 

4bo 

Wyoming  . 

Puerto  Rico  . 

45 

2 

0 

0 

0 

i _  L_ 

0 

0 

0 

0 

45 

2 

'Zeros  indicate  amounts  of  less  than  $500,000 
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Noninterest  and  other  expense  of  national  banks,  June  30,  1991 
(Dollar  amounts  in  millions) 


Provision 
for  loan 
and 
lease 
losses 

Provision 

for 

allocated 

transfer 

risk 

All  national  banks 

$9,865 

$51 

Alabama  .  . 

30 

0 

Alaska 

1 

0 

Arizona 

68 

0 

Arkansas 

16 

0 

California 

1,328 

40 

Colorado 

80 

0 

Connecticut 

175 

0 

Delaware 

253 

0 

District  of  Columbia 

214 

0 

Florida  . 

730 

-1 

Georgia  . 

147 

0 

Hawaii 

0 

0 

Idaho 

12 

0 

Illinois 

277 

10 

Indiana 

111 

0 

Iowa 

24 

0 

Kansas  . 

30 

0 

Kentucky  .  . 

73 

0 

Louisiana  ... 

188 

0 

Maine  ... 

22 

0 

Maryland  .... 

248 

2 

Massachusetts 

280 

0 

Michigan 

1 16 

0 

Minnesota 

105 

0 

Mississippi  .  .  . 

29 

0 

Missouri 

57 

0 

Montana  . 

3 

0 

Nebraska  . 

33 

0 

Nevada 

199 

0 

New  Hampshire  , 

24 

0 

New  Jersey 

677 

0 

New  Mexico 

26 

0 

New  York 

1,942 

0 

North  Carolina . 

218 

North  Dakota 

2 

Ohio . 

413 

Oklahoma . 

17 

0 

Oregon  . 

197 

0 

Pennsylvania 

340 

0 

Rhode  Island 

80 

0 

South  Carolina 

99 

0 

South  Dakota 

240 

0 

Tennessee 

100 

0 

Texas 

234 

0 

Utah 

23 

0 

Vermont 

20 

0 

Virginia 

200 

0 

Washington 

82 

0 

West  Virginia 

15 

0 

Wisconson 

64 

0 

Wyoming 

1 

0 

Puerto  Rico 

0 

0 

'Zeros  indicate  amounts  of  less  than  $500,000 

Salaries 

and 

employee 

benefits 

Expenses  of 
premises 
and 
fixed 
assets 

Applicable 

income 

taxes 

Other 

noninterest 

expense 

Total 

noninterest 

and 

other 

expense 

$15,510 

$5,274 

$2,666 

$15,404 

$48,770 

133 

42 

35 

1 14 

355 

34 

12 

12 

18 

77 

209 

58 

15 

193 

544 

90 

26 

23 

82 

237 

1,971 

787 

619 

1,662 

6,407 

186 

65 

20 

255 

606 

167 

68 

0 

180 

591 

149 

40 

228 

400 

1,070 

107 

46 

-42 

183 

508 

730 

309 

50 

884 

2,702 

313 

95 

62 

369 

986 

4 

2 

0 

2 

9 

44 

10 

21 

61 

148 

111 

252 

127 

573 

2,016 

234 

71 

66 

216 

698 

92 

29 

28 

95 

268 

96 

25 

25 

106 

281 

1 15 

36 

7 

94 

325 

175 

54 

11 

189 

617 

28 

10 

0 

30 

91 

257 

72 

-19 

236 

796 

488 

181 

6 

537 

1,492 

425 

120 

77 

327 

1,066 

224 

71 

50 

349 

800 

72 

22 

11 

61 

196 

234 

69 

61 

208 

628 

28 

8 

7 

32 

79 

93 

33 

33 

134 

326 

63 

23 

48 

277 

609 

20 

6 

0 

28 

77 

492 

180 

35 

519 

1,903 

61 

19 

3 

50 

160 

3,083 

1,065 

171 

2,174 

8,435 

340 

103 

70 

339 

1,068 

24 

7 

5 

21 

59 

617 

179 

175 

776 

2,161 

1 18 

31 

22 

107 

295 

169 

37 

13 

1 12 

528 

690 

266 

107 

762 

2.164 

85 

15 

6 

113 

299 

144 

51 

41 

124 

459 

94 

25 

140 

545 

1,043 

219 

59 

28 

187 

593 

976 

341 

88 

924 

2,562 

50 

13 

19 

70 

176 

21 

6 

-2 

16 

61 

210 

68 

-1 

196 

672 

317 

99 

92 

245 

836 

72 

19 

22 

62 

190 

157 

44 

43 

154 

462 

15 

4 

5 

14 

39 

1 

0 

0 

1 

2 
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Book  value  of  securities  at  national  banks,  June  30,  1991 
(Dollar  amounts  in  millions) 


US 

treasury 

securities 

US 

government 
issued  or 
guaranteed 
certificates  of 
participation 

Other  U  S 
government 
agency 
and 

corporation 

obligations 

Securities 
issued  by 
states  and 
political 
subdivisions 
in  the  U  S. 

Other 

domestic 

debt 

securities 

Foreign 

debt 

securities 

Equity 

securities 

All  national  banks 

$83,275 

$92,913 

$69,413 

$37,465 

$26,086 

$12,069 

- H 

$4,844 

Alabama . 

579 

1,262 

1,764 

981 

387 

14 

33 

Alaska . 

820 

22 

271 

138 

253 

0 

6 

Arizona  . 

1,350 

129 

1,605 

72 

366 

1 

25 

Arkansas  . 

1,410 

592 

1,133 

488 

241 

1 

38 

California  . 

2,238 

5,846 

918 

987 

309 

1,280 

353 

Colorado  . 

1,552 

957 

1,521 

487 

148 

0 

48 

Connecticut . 

287 

2,114 

272 

39 

348 

7 

27 

Delaware  . 

515 

13 

11 

7 

356 

0 

26 

District  of  Columbia 

967 

669 

625 

200 

198 

79 

19 

Florida . 

5,902 

5,205 

5,223 

2,514 

1,105 

198 

220 

Georgia  . 

Hawaii . 

713 

6 

3,536 

0 

1,173 

32 

1,276 

2 

783 

0 

7 

0 

63 

0 

Idaho  . 

337 

186 

449 

247 

194 

0 

8 

Illinois  . 

5,077 

3,337 

3,805 

3,344 

2,119 

345 

379 

Indiana  . 

1,470 

1,371 

1,686 

1,091 

871 

6 

88 

Iowa . 

973 

1,899 

637 

350 

220 

0 

32 

Kansas  . 

1,132 

1,292 

1,773 

687 

124 

0 

88 

Kentucky  . 

884 

516 

873 

841 

245 

0 

37 

Louisiana  . 

2,418 

2,818 

973 

342 

321 

3 

36 

Maine  . 

284 

108 

107 

25 

25 

0 

3 

Maryland  . 

Massachusetts  . 

1,019 

2,763 

1,608 

3,421 

1,210 

999 

594 

64 

554 

213 

78 

289 

43 

190 

Michigan  . 

Minnesota . 

1,397 

1,312 

5,601 

4,040 

1,139 

689 

2,025 

727 

1,396 

778 

42 

6 

209 

109 

Mississippi . 

630 

754 

1,069 

515 

307 

1 

23 

Missouri  . 

3,894 

1,363 

1,177 

893 

245 

39 

32 

Montana . 

189 

330 

160 

48 

49 

0 

12 

Nebraska  . 

1,301 

626 

646 

379 

174 

2 

15 

Nevada  . 

94 

355 

137 

51 

362 

0 

9 

New  Hampshire . 

149 

44 

174 

47 

51 

0 

6 

New  Jersey  . 

3,273 

2,417 

2,948 

1,357 

1,177 

53 

97 

New  Mexico . 

870 

346 

471 

284 

34 

5 

lb 

New  York 

5,680 

7,910 

1,380 

2,853 

3,008 

8,951 

1 ,261 

North  Carolina . 

6,057 

2,417 

557 

1,478 

181 

192 

46 

North  Dakota  . 

180 

498 

144 

86 

30 

0 

7 

Ohio . 

3,001 

2,906 

5,538 

3,1 15 

1,678 

28 

1 46 

Oklahoma  . 

2,462 

1,341 

918 

455 

205 

1 

41 

Oregon 

Pennsylvania  . 

433 

4,000 

674 

6,868 

355 

8,179 

344 

2,440 

161 

2,494 

1 

343 

o 

21 

211 

1  s 

Rhode  Island 

159 

1,046 

54 

58 

84 

South  Carolina 

961 

767 

1,180 

601 

296 

12 

25 

South  Dakota 

126 

640 

57 

94 

31 

0 

1  ( 

Tennessee  . 

1,654 

1,246 

1,815 

791 

495 

6 

DO 

Texas  . 

9,063 

10,168 

8,817 

1,055 

2,1 15 

65 

335 

Utah 

237 

239 

658 

89 

117 

0 

99 

Vermont  . 

Virginia 

Washington 

West  Virginia 

Wisconson . 

118 

507 

665 

822 

977 

58 

1,659 

474 

439 

558 

66 

1,152 

329 

1,589 

676 

39 

718 

363 

624 

1,111 

35 

578 

186 

89 

302 

0 

1 

2 

0 

6 

10 

30 

53 

88 

112 

Wyoming  . 

367 

224 

281 

46 

46 

2 

0 

2 

4 

0 

Puerto  Rico  ... 

0 

4 

u 

o 

_ 

'Zeros  indicate  amounts  of  less  than  $500,000 
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Off-balance  sheet  items  at  national  banks,  June  30,  1991 

(Dollar  amounts  in  millions) 


Unused 

commitments 

Letters 

of 

credit 

Participations 

in 

acceptances 
acquired  by 
the  reporting 
bank 

Securities 

borrowed 

Securities 

lent 

Mortgages 
transferred 
with  recourse 
treated  as 
sold 

Interest 
rate  contracts 
and 

when-issued 

securities 

All  national  banks 

$716,121 

$141,871 

$126 

$2,768 

$6,170 

$13,486 

$1,784,989 

Alabama 

3,242 

712 

0 

38 

2 

14 

629 

Alaska 

437 

19 

0 

12 

36 

0 

61 

Arizona 

16,219 

341 

0 

0 

0 

38 

2  163 

Arkansas  . 

871 

75 

0 

0 

0 

194 

219 

California 

104,930 

24,023 

0 

106 

231 

198 

381  361 

Colorado 

6,335 

335 

2 

8 

8 

10 

102 

Connecticut 

3,683 

975 

0 

0 

0 

41 

2  416 

Delaware 

72,012 

9 

0 

0 

0 

0 

4  639 

District  of  Columbia  . 

2,949 

646 

0 

0 

0 

0 

3  312 

Florida . 

16,133 

3,045 

1 

1 

138 

677 

3'  109 

Georgia  . 

14,419 

2,151 

10 

104 

6 

83 

8  970 

Hawaii . 

75 

2 

0 

0 

0 

0 

0 

Idaho  . 

1,926 

133 

0 

0 

0 

0 

2  117 

Illinois 

58,491 

11,426 

22 

17 

33 

7 

289,209 

Indiana  . 

8,125 

948 

0 

0 

529 

19 

2,347 

Iowa 

5,712 

195 

0 

0 

0 

0 

394 

Kansas  . 

2,485 

127 

1 

26 

26 

27 

14 

Kentucky  . 

2,586 

421 

0 

27 

34 

3 

381 

Louisiana  . 

3,333 

484 

2 

0 

0 

111 

323 

Maine  ... 

445 

27 

0 

0 

0 

0 

129 

Maryland 

10,323 

1,21 1 

0 

0 

96 

140 

10  855 

Massachusetts  .  .  .  . 

17,122 

3,691 

2 

33 

35 

1,041 

41,570 

Michigan  . 

13,430 

2,308 

4 

0 

7 

364 

6,124 

Minnesota 

9,592 

3,237 

7 

3 

64 

83 

8,935 

Mississippi . 

1,508 

111 

0 

0 

0 

10 

159 

Missouri . 

6,278 

1,185 

0 

126 

92 

1 

2,453 

Montana . 

845 

69 

0 

2 

0 

9 

185 

Nebraska  . 

5,408 

176 

2 

0 

0 

0 

199 

Nevada  . 

1,042 

80 

0 

0 

0 

1 

3,867 

New  Hampshire 

388 

25 

0 

0 

0 

0 

70 

New  Jersey 

12,874 

1,514 

1 

2 

0 

0 

4  960 

New  Mexico 

993 

41 

0 

0 

15 

45 

4 

New  York 

93,391 

54,535 

35 

1,003 

831 

8,892 

870,499 

North  Carolina 

18,337 

3,612 

5 

0 

0 

186 

17,022 

North  Dakota  . 

263 

20 

0 

2 

0 

0 

88 

Ohio . 

36,404 

3,879 

6 

0 

0 

322 

21,195 

Oklahoma  . 

1,850 

165 

0 

0 

0 

24 

80 

Oregon 

8,703 

508 

3 

0 

0 

0 

2,756 

Pennsylvania  . 

28,840 

9,649 

14 

0 

1,343 

206 

33,933 

Rhode  Island 

4,432 

434 

5 

0 

0 

0 

1,467 

South  Carolina 

4,584 

309 

1 

37 

479 

1 1 

560 

South  Dakota 

51,717 

37 

0 

0 

1 

0 

5,279 

Tennessee 

5,864 

764 

0 

0 

441 

16 

1,964 

Texas 

24,481 

4,099 

2 

1,207 

1,570 

2 

12,578 

Utah 

2,007 

244 

0 

0 

0 

0 

3,686 

Vermont 

321 

31 

0 

0 

0 

5 

66 

Virginia 

8,908 

1,293 

1 

9 

55 

642 

3,152 

Washington 

14,462 

1,662 

0 

5 

62 

0 

26.318 

West  Virginia 

878 

101 

0 

0 

34 

0 

0 

Wisconson 

6,352 

772 

1 

0 

2 

64 

3,070 

Wyoming 

118 

16 

0 

1 

1 

0 

0 

Puerto  Rico 

0 

0 

0 

0 

0 

0 

0 

'Zeros  indicate  amounts  of  less  than  $500,000 
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Outstanding  balances ,  credit  cards ,  and  related  plans  of  national  banks ,  June  30.  1991 

(Dollar  amounts  in  thousands) 


Alabama . 

Alaska  . 

Arizona  . 

Arkansas  .... 
California  .... 
Colorado 
Connecticut 
Delaware 

District  of  Columbia 
Florida . 

Georgia  . 

Hawaii . 

Idaho  . 

Illinois  . 

Indiana  . 

Iowa . 

Kansas  . 

Kentucky  .  .  .  . 
Louisiana  .... 
Maine  . 

Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi  . 

Missouri  . 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 
New  Mexico 
New  York  .... 
North  Carolina 
North  Dakota 

Ohio . 

Oklahoma 

Oregon  . 

Pennsylvania 
Rhode  Island 

South  Carolina 
South  Dakota 
Tennessee 
Texas 

Utah . 

Vermont 

Virginia  . 

Washington 
West  Virginia 
Wisconson 

Wyoming  .  .  .  . 
Puerto  Rico 


Credit  cards  and  other 


All  national  banks 


related  credit  plans 

Total 

number  of 
national  banks 

Number  of 
national  banks 

Outstanding 

Volume 

3,908 

2,324 

$74,466,790 

52 

28 

349,112 

4 

3 

49,320 

14 

13 

1,597,907 

82 

21 

131,348 

157 

146 

12,905,067 

253 

229 

1,166,290 

17 

10 

80,046 

14 

13 

11,320,479 

22 

20 

138,328 

163 

83 

1,851,451 

73 

53 

2,113,630 

3 

1 

3,284 

7 

7 

208,856 

338 

191 

876,900 

83 

74 

936,808 

99 

54 

394,029 

162 

50 

339,305 

85 

35 

154.124 

46 

21 

484,879 

7 

7 

55,480 

29 

22 

3.886.031 

30 

21 

168,926 

62 

49 

558,487 

155 

113 

755,626 

26 

12 

115,402 

87 

57 

414,317 

42 

28 

120,626 

108 

46 

1,340,968 

7 

5 

3,846.005 

12 

7 

252,230 

53 

45 

1,435,328 

38 

16 

179,726 

93 

65 

4,874,453 

15 

14 

553,564 

30 

23 

34,291 

136 

111 

5,060,299 

165 

61 

66,413 

8 

6 

1,159,446 

153 

93 

807.873 

3 

2 

140.809 

31 

28 

681,753 

21 

14 

6,711,806 

44 

24 

654,055 

585 

201 

926,092 

6 

5 

209,442 

12 

5 

43,962 

45 

22 

1,705,012 

27 

20 

1,778,824 

76 

30 

111,276 

96 

90 

705,608 

31 

29 

1 1  1 62 

1 

1 

335 
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Consolidated  foreign  and  domestic  loans  and  leases  past  due  at  national  banks .  by  states.  June  30.  1991 

(Dollar  amounts  in  millions) 


All  national  banks 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida . 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New  Hampshire 


New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 
Ohio  .  .  . 
Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconson 

'Wyoming 

Puerto  Rico 


Number 

of 

banks 

Type  of  loan 

All  real 
estate 

Commercial  and 
industrial’ 

Personal 2 

Leases 

Other 

loans3 

Total 

loans 

To  non-U  S 
addresses 

3,908 

$13,988.0 

$6,335.2 

$8,315.8 

$397.3 

$1,019.2 

$30,055  4 

$791.1 

52 

90.5 

426 

52  7 

0.3 

9.7 

195.8 

0  00 

4 

26.2 

22  0 

3.3 

1  1 

4.8 

57.4 

0.00 

14 

104  1 

57.9 

79.0 

0.7 

19.7 

261  5 

0.03 

82 

70.2 

34  1 

27  2 

0.1 

1  6 

133  2 

0  00 

157 

2,771  1 

869.7 

834  2 

28.1 

315.8 

4,818.9 

1 15.72 

253 

89.3 

87.5 

63.9 

0.2 

1.9 

242.8 

0.00 

17 

269.7 

99.1 

43  0 

0.0 

12.2 

424  0 

0.00 

14 

9.6 

11  4 

452  9 

1.0 

06 

475.4 

0.00 

22 

237.0 

186.1 

28.1 

0.3 

27.1 

478.6 

8.82 

163 

989  0 

263.6 

265.8 

5.7 

12.8 

1.536.9 

0  72 

73 

199.4 

134.8 

209.4 

20  6 

19.2 

583,4 

0.00 

3 

0.3 

0.2 

0.2 

0.0 

0.0 

0.7 

0.00 

7 

16  2 

11.6 

23  2 

0.3 

114 

62  6 

0  00 

338 

408.5 

376  8 

175.3 

15 

25.0 

987.1 

0  00 

83 

190.4 

97.3 

175.1 

8.1 

3.5 

474.3 

0  00 

99 

26.8 

36  1 

46  2 

0.0 

0.9 

1 10.0 

0.00 

162 

45.4 

55.4 

31.5 

2.4 

0.1 

134.7 

0.00 

85 

87.1 

58.1 

54.3 

1.6 

4.0 

205.0 

0.00 

46 

1 19  9 

85.4 

72  0 

1.1 

3.3 

281.7 

0  00 

7 

56  9 

12.6 

11.0 

0.1 

0.1 

80.6 

000 

29 

196.4 

61  7 

268  3 

3.7 

6.7 

536  9 

3.80 

30 

447.3 

188.5 

87.5 

16.5 

16.2 

756.0 

10.19 

62 

261.9 

138  2 

134  0 

7.6 

14.2 

556.0 

1.90 

155 

176  0 

208  1 

100  9 

12  3 

43  3 

540.5 

0.00 

26 

50.2 

22.3 

293 

0.0 

5.2 

107.1 

0  00 

87 

125.5 

94.5 

68  2 

0.4 

18.1 

306.6 

0.00 

42 

15.2 

28.7 

18.8 

0.0 

1.7 

64.4 

0  00 

108 

21  9 

28  7 

67  2 

0.2 

2.7 

120  7 

0.00 

7 

23  9 

27.2 

598  0 

0.0 

3.7 

652.7 

0.00 

12 

52.3 

18.4 

10.8 

0.0 

0  1 

81.6 

0.00 

53 

970.2 

433  5 

261  6 

14.9 

29.2 

1,709.5 

0.04 

38 

40.5 

27  4 

21.2 

1.0 

4.0 

94.1 

0  00 

93 

2,352.5 

763.1 

1,252.1 

109.9 

158  7 

4,636.2 

614.64 

15 

223.9 

121.7 

63.1 

3.1 

18.3 

430.1 

0  63 

30 

10.2 

15.7 

8.8 

0.0 

2.3 

36  9 

0  00 

136 

488.5 

283  0 

566  2 

16.5 

24  0 

1,378.2 

0.31 

165 

52.1 

47.4 

19.2 

0.0 

0.2 

118  9 

000 

8 

120.7 

71.7 

40.5 

30  9 

29  6 

293  3 

0  00 

153 

650.1 

310  9 

294  6 

42  4 

43.3 

1,341.3 

23.30 

3 

213.0 

73  9 

25  4 

48  2 

3  4 

363  8 

0  00 

31 

151.4 

46.6 

55.1 

2.3 

8.0 

263  5 

0  00 

21 

8  1 

14  9 

911.9 

0.0 

4.4 

939  4 

0.00 

44 

136  9 

51.8 

110.5 

3.4 

8.9 

311.5 

0  00 

585 

509  8 

314  8 

235  6 

2.5 

47  8 

1,110.6 

2.94 

6 

62  1 

31  7 

23  2 

0.8 

3.1 

120  9 

000 

12 

41.3 

32.3 

9.9 

0.0 

0.0 

83  5 

0  00 

45 

272.7 

78  9 

156.8 

0.7 

4  2 

513  3 

000 

27 

322.7 

95  6 

113  8 

2.1 

38  4 

572  6 

8  12 

76 

77.2 

39  2 

56  5 

0.0 

0  7 

173  6 

0  00 

96 

102  8 

106  9 

54  3 

4  6 

5.2 

273  8 

000 

31 

3.1 

125 

3.5 

0.0 

0  0 

19  1 

0  00 

1 

0.0 

3.5 

06 

0.0 

0.0 

4  1 

0  00 

for  banks  //  fh  assets  of  less  than  $300  million,  this  category  captures  installment  loans  and  credit  cards  and  related  plans 
not  nrjude  banks  with  assets  of  less  than  $300  million 
ndmate  amounts  of  less  than  $500,000 


Percent  of  loans  past  due ,  by  asset  size  of  national  banks' 


Less 

$300M 

$  IB 

Greater 

All 

than 

to 

to 

than 

national 

$300M 

$1B 

$10B 

$10B 

banks 

Real  estate 

September  1990  . 

2.15 

2.13 

2.76 

2  80 

2  63 

December  1990  . 

255 

2  61 

3.37 

3.78 

3  38 

March  1991  . 

2.67 

2.88 

347 

3.96 

3  53 

June  1991  . 

2.30 

2.36 

2  85 

2.94 

2  77 

Commercial  and  industrial2 

September  1990  . 

4.36 

2.72 

1.97 

1  10 

1  70 

December  1990  . 

4.55 

2  73 

2.17 

1  56 

2  03 

March  1991  . 

4.99 

2  80 

2.08 

1.35 

1.92 

June  1991 . 

4.48 

2.64 

2.15 

1.08 

1.72 

Personal3 

September  1990  . 

2.70 

3.21 

4  27 

3  26 

3  63 

December  1990  . 

3.11 

3.25 

3.99 

4  28 

3  92 

March  1991  . 

2.82 

2.89 

4.42 

3.58 

3  79 

June  1991 . 

2.78 

2.69 

4.29 

3.35 

3  62 

Leases 

September  1990  . 

1.91 

1.47 

1.68 

1  43 

1.51 

December  1990  . 

2.49 

1.81 

2.31 

1  43 

1  73 

March  1991  . 

2.95 

1.39 

2.31 

1.47 

1.76 

June  1991 . 

2.57 

1.35 

1.95 

1.28 

1.51 

Other  loans 

September  1990  . 

0.03 

0.77 

1.07 

1.01 

093 

December  1990  . 

0.01 

0.69 

1.28 

0.80 

0  85 

March  1991  . 

0  06 

0  92 

1.75 

0.61 

0  86 

June  1991 . 

0.05 

0.59 

1.18 

0.82 

0.83 

Total  loans 

September  1990  . 

257 

2.43 

2.75 

1.98 

2.33 

December  1990  . 

2.89 

2  66 

2.99 

2.66 

2.78 

March  1991  . 

2.99 

2.73 

3  18 

2.51 

2.79 

June  1991 . 

2.66 

2.37 

2.89 

2  04 

2  40 

Vast  due  loans  in  each  category  are  stated  as  a  percentage  of  loans  outstanding  of  that  type. 

2For  banks  with  assets  of  less  than  $300  million,  this  category  captures  commercial  (time  and  demand)  and  all  other  loans. 
3For  banks  with  assets  of  less  than  $300  million,  this  category  captures  installment  loans  and  credit  cards  and  related  plans. 
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